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PREFACE 


P't^^fhSln^f 'ir'  "  *'  commercial  History  of  Canada 
d^al  n/w^  h  t,!''  I  ^''''''  "*^  '"'^^^  practical  work 
aealmg  with  the  Accounts  of  Manufacturers    than  at 

SsTotr,!  Ih'  ^"''°"  "^^^  ^""^^-^"^  in T fotwing 
bufasherefuU  oT"''  °°'  '""  ^  "'^°-"-' ^tandpoint^ 
busineies      Th ev   .      "  T'  "''""'  «f«"««^e  in  several 

su.e::^prZ^L^r:x::-j:-"--' 

turer?andTcco,'%'"'r'l'  '°  '^  ^  '"'"''""'^  ^^  Manufac 
Accounts^rr  ''^'T'^  ""^  '°  ""''P  M'-nufacturing 
turinTamUsoa/'^'  .'  f  '-■°''  '"''  "'""'' °'  "anufac 
Accounts  where  Th  ^^"  '"'  ''''P'"«  "^  '"^  Commercial 
suTmtu  wXr '■'"  "'^'  "  '"^  ^°^'  ^"^  ''-«'^  °^ 
«=r    ^"  ""''i''  P'-o'^esses  of  Manufacturing,  it  is  both  neces 

u  ct::;ed':rti"vr'^-^"^ '"  '°''°^  ^'^  -^'  °f  ->>  -- 

=uis-::i^::;^--™-cost 
Lrd7e:'°"^'™""'''^''p"=^"--^^ 

took  it  haTh  ■ '°  t:^"^'  ''^'"  ''"°  »''°  ^'-*-  -•><•  in  this 
book,  ,t  has  been  the  Authors'  effort,    to  prove    that  Cost 

Accounts  are  not  only  practicable,  but  readily  ap^led  and  th 

srpinr "' ""  ^""^ '''  ^■"^"  ^'"°-"  ■°"'-^ 

ing  thefo't  TT'^f  '"'"""'  ""''  useful  forms  for  record- 
ing the  co,t  of  Manufacturing,  specimen  accounts  of  varied 

f^rm^  of'br  "^r  ^°  "°^''^'*  ""  -<»  innstra  d  and  he 
forms  of  books  which  are  given  in  Part  III   are  such  as  win 
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PART  I. 


CHAPTER  I. 


INTRODUCTION. 


How  much  doei  the  article  actually  cost  us,  and  at  what 
price  cp-'  we  ailord  to  put  it  on  the  market  with  gcods  from 
other  countries  of  a  similar  nature,  is  the  question  the  Canadian 
Manufacturer  of  to-day  is  asking  his  partnt-r  or  the  mechanical 
expert  who  superintends  his  businevs  ;  and  in  the  following 
pages  we  will  endeavor  to  show  how  the  question  can  best  be 
answered. 

In  the  early  da'-s  of  the  country,  when  the  manufacturer 
had  an  establishment  of  a  size  that  he  could  personally  super- 
vise every  operation  nece-ssary  to  the  making  of  the  article  that 
he  was  engaged  upon,  he  could  tell  with  a  degree  of  practical 
accuracy,  all  that  was  necessary  to  enable  him  to  sell  at  a  profit , 
particularly  as  the  profit  obtainable  was  large  and  competition 
not  so  keen,  nor  consumer  so  critical  as  at  the  present  day. 
But  with  conditions  changed,  and  Canada's  manufactures 
being  produced  by  the  aid  of  the  latest  and  most  up-io-date 
automatic  machinery  and  scientific  procesfes,  the  office  must 
not  be  one  whit  behind  the  machinery,  but  must  be  up  to 
date  ;  and  the  Principal  must  be  sure'  that  the  information  he 
receives  from  his  office  is  accurate,  and  to  be  relied  upon  in 
every  particular. 

[3] 


*  MANUFACTlniERs'  ACCOUNTS. 

In  detcnmning  the  price  that  he  can  afford  to  sell  an 
article  at.  every  manufacturer  requires  to  know  the  following 
particulars  : 

(o)  How  much  has  the  labor  cost  me. 

(A)  How  much  has  the  material  cost  me. 

(■^)  How  much  of  my  General  Expense  Account 
to  carry  on  my  business  should  this  particular 
article  pay. 

(.d)  How  much  profit  over  and  above  this  can 
I  get  and  place  it  on  the  market. 

Some  will  tell  the  enquirer  that  this  is  an  easy  matter 
and  that  they  experience  no  difficulty,  that  their  foreman  can 
accomplish  this  without  any  system  of  book-keeping  and 
moreover  that  the  con  of  getting  this  information  by  any 
system  of  book-keeping  is  greater  than  the  benefit  derived 
from  it.  But  the  trouble  with  the  estimn'es  of  the  foreman 
is,  that  they  are  always  based  on  the  b.si  that  can  be  done, 
not  on  what  is  done,  and  are  really  mc.re  the  estimates  of 
what  the  article  should  cost  under  favorable  circumstances, 
and  not  what  such  articles  do  and  have  cost  under  the  ex- 
isting conditions  of  manufacture.  In  such  fiuuring,  how 
often  is  it  that  only  the  aforesaid  favorable  circumstances 
are  taken  into  account  and  the  unfavorable,  which  are  never 
pleasant,  lost  sight  of? 

This  might  be  illustrated  practically  as  follows  :— 
An  estimate  is  required  as  to  the  cost  of  running  a  large 
quantity  of  hardwood  flooring  through  a  planing  machine. 
The  capacity  of  such  machine  may  run  from  50  to  80  lineal 
feet  per  minute.  The  foreman  will  almost  invariablj'  err  on  the 
side  of  basing  his  cost  on  the  best  work  this  machine  can  turn 
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out,  instead  of  on  the  work  actually  done  by  it  day  in  and 
day  out,   as  recorded  on  his  time  sheets. 

Now,  what  the  manufacturer  who  is  to  make  a  sn^ess 
of  his  business  wants  to  know  is,  what  did  these  goods  cost 
me,  and  does  the  cost  balance  my  books  and  account  to  me 
for  every  item  of  expense  in  connection  therewith. 

Then  as  he  finds  competition  keener  and  more  aggres- 
sive, he  will  have  some  facts  before  him  which  wiil  enable 
him  to  come  to  some  determination  as  to  whether  he  can 
produce  the  article  cheaper,  say  by  altering  the  size  or 
cheapening  any  of  the  material  composing  it,  or  by  cheap- 
ening the  cost  of  the  labor,  or  reducing  his  expense  account 
by  more  economical  methods  in  his  factory,  or  reducing  the 
waste  that  takes  plsce  in  the  manufacture,  or  utilizing  such 
waste  by  putting  in  improved  machinery. 

At  the  outset  the  authors  were  confronted  with  this 
difficulty,  that  it  seemed  almost  impossible  to  design  books 
that  would  be  suitable  to  all  and  every  kind  of  manufactur- 
ing business. 

This  difficulty  is  largely  overcome  by  dividing  all  manu- 
factures into  two  classes,  the  nature  of  each  class  being  clearly 
defined.  This  matter  is  gone  into  fully  iu  Chapter  III  (see 
page  18),  and  we  believe  that  if  the  principles  laid  down  in  this 
work  are  carefully  studied  and  followed,  any  good  book-keeper 
can  so  arrange  his  books  that  any  special  difficulties  which 
may  pertain  to  a  particular  business  can  be  provided  for,  and 
an  accurate  cost,  which  will  be  verified  by  the  books  of  account, 
and  in  one  sense  form  part  of  them,  be  procurable  at  any  time.' 

Before  proceeding  further,  let  us  define  some  of  the  terms 
we  use  in  discussing  this  question  of  cost  accounts. 
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n  MANl-FACTUHEBS    ACCOUNTS. 

Fkimb  Cost. 

To  make  our  meaning  of  this  term  clear,  we  cannot  do 
better  than  quote  from  Mr.  John  Mann's  excellent  pamphlet 
"  Notes  on  Cost  Records." 

"  Prime  cost  is,  of  course,  literally  first  cost,  and  I  use 
the  phrase  to  mean  the  sum  expended  by  a  merchant  or  by 
a  manufacturerer  in  purchasing  what  he  sells,  which  may  be 
either  a  complete  article  to  be  sold  just  in  the  form  in  which 
it  is  bought,  or  raw  material  plus  the  labor  of  manufactur- 
ing same  into  a  complete  article." 

In  our  opinion  as  to  what  items  are  included  in  the 
prime  cost  is  a  question  which  must  be  decided  by  the 
management.  As,  for  instance,  one  manufacturr-  may  own 
his  land  and  buildings,  and  may  be  manufactUi..ig  goods  of 
entirely  different  kinds  on  the  same  premises,  and  for  politic 
reasons  may  not  deem  it  necessary  to  apportion  a  rental  to 
each  building,  but  look  upon  the  whole  premises  as  an  in. 
vestment  and  expect  a  certain  return  on  the  whole. 

Another  may  rent  his  premises  and  also  his  motive 
power,  and  follow  Mr.  Mann's  plan  exactly.  Who  can  say 
which  one  is  right  ? 

CoMMEsciAi,  Books. 
These  refer  to  the  ordinary  books  of  account  of  a  manu- 
facturer, such   as   Cash   Book,    Ledger,    Journal   and   other 
books  which  are  used  to  record  his  dealings  with  the  pub- 
lic, co-partners  or  shareholders. 

Trading  Account. 
This  is  an  account  shewing  the  gross  profit  of  a  trading 
concern,  that  is  the  difference  between  the  cost  of  product- 
ion of  goods  sold  and  the  proceeds  of  such  a  sale. 
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INIROUUCTION. 

Mr.  Mann  divides  a  manufactured  product  into 
ments  as  follows  : — 

El-BHHNTS   OF    A    PnoUUCT. 

(1)  Material 
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CHAPTER  II. 


REVENUE  ACCOUNT. 


This  is  an  account  into  which  periodically  are  closed  all 
those  accounts  which  record  the  income,  and  expenses  or 
losses,  of  the  business,  whether  s.iine  have  actually  been 
received  or  paid  in  cash  or  not. 

The  Revenue  Account  forms  an  important  part  or  ad- 
dendum to  the  Balance  Sheet,  shewing  as  it  does  these  par- 
ticulars ;  and  it  should  in  a  manufacturing  business  be 
divided  into  it  least  three  main  parts,  (viz.) ;  ist.  The 
manufacturing  which  shews  the  cost  of  the  goods  manu- 
factured for  any  determined  period,  and  the  component  parts 
which  make  up  such  cost  This  part  is  then  transferred  to 
the  second  section,  the  Trading  Account,  which  includes  all 
the  manufactured  goods  bought,  if  any,  and  generally  all 
the  sales.  This  section  shews  the  gross  profit  for  the  period. 
This  gross  profit  is  then  transferred  to  the  third  section, 
the  Profit  and  Loss  Account,  vvnich  gives  the  net  profit  or 
I0.SS  of  the  business. 

This  last  section  includes  all  the  costs  of  management 
and  also  sources  of  income  and  expenses  not  directly  be- 
longing to  the  business  and  which  can  if  wished  be  .shown 
in  a  further  subdivision.  The  same  principles  apply  when 
departmental  accounts  are  kept. 
t8] 
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It  is  however  with  the  MantifactiirinK  and  Tracliii,?  Accrum.s 
more  than  with  the  Profit  and  Loss  Account  that  Cost  Accounts 
come  directly  in  touch  ;  because  as  the  Merchandise  Accounts 
shew  the  total  cost  of  merchandise  IxxikIu,  aiu!  the  value  of 
the  merchandise  on  hand,  so  docs  the  Cost  Ledger  shew  the  cost 
of  the  items,  makinR  up  this  total ;  and  also  the  value  in  detail, 
or  on  any  avercRe  basis,  of  the  merchandise  on  hand  and  in 
course  of  manufacture. 

The  debit  side  of  the  Manufacturing  Account  can  l)ediviile<l 
into  three  main  divisions,  which  are  : 

(0  Material.     (2)  Wages.     (3)  Workshrp  expenses. 
These  subdivisions  are  simply  descriptive  and  can  liei'urther 
snlxlivided  as  the  nature  of  the  bu.siness  may  require. 

( 1 )  Material  will  naturally  cover  the  cost  of  landing  it  in 
the  factory  and  will  include  such  items  as  "  Freight  in  "  and 
"Duty." 

(2)  Wages  covers  all  wages  p.iid  to  pro<Uictive  workmen, 
whetlie'-  it  be  for  piece  work  or  day  work. 

(.^1  Workshop  Expenses.  Under  this  heading  will  be  in- 
du.    d  the  following  items  : 

Wages  of  foreman  ;  wages  which  may  be  classified  as  unpro- 
ductive and  includes  such  work  as  cleaning  up,  etc.,  oil,  etc., 
for  machinery  ;  repairs  and  renewals  ;  power  (water,  steam, 
or  electrical) ;  rent,  rates  and  taxes  ;  heating  ;  all  exiienses 
incidental  to  the  workshop  and  prit:iarily  caused  by  the  niann- 
facturiug  processes. 

In  .some  factories  intere.st  on  capital  invested  in  factory  or  on 
plant,  etc.,  is  here  included,  but  \i  do  not  recommend  this 
being  charged. 
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MANUrAITUMM'  ACCOUNTS. 


Ill  the  former  chapter  it  was  explained  what  was  meant  by 
tlif  prime  cost  of  an  article,  and  it  can  be  r  •adily  seen  that  the 
Manufacturing  and  Tra.linn  Accounts  dealt  with  the  prime  cost 
of  Koo<ls  manufactured.  A  simple  form  of  Account  shewinj; 
the  Iralance  of  ManufactinR  Account  transferr«l  to  Trading 
Account  is  here  given. 


RtVKNUG   ACCOUNT. 
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manufacturers'  accounts. 


Some  Accountants  and  Manufacturers  differ  as  to  what 
should  be  charged  or  credite<I  to  the  Manufacturing  Account- 
as,  for  example,  should  the  rent  of  the  factory  be  charged  to 
this  account  and  thus  form  part  of  the  prime  cost  or  not  ? 
What  is  to  be  looked  upon  as  prime  cost  must  be  carefully  con- 
sidered and  decided  by  the  management,  and  the  proper  ac- 
counts consistently  charged. 

In  Fig.  No.  2  is  shewn  another  form  of  Manufacturing 
Account  which  is  .specially  suitable  for  a  factory,  where  it  is 
pr.:cticable  to  follow  the  detailed  co.st  of  e%-ery  article  manufac- 
tured. In  this  form  it  will  be  noticed  that  the  Trading  Account 
is  charged  with  the  manufactured  goods  as  received  from  the 
factory,  and  the  account  is  adjusted  at  the  end  of  the  period. 
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MANUFACTURERS     ACCOUXIS. 


In  certain  manufactories  it  is  usually  only  practicable  to 
follow  through  the  cost  of  the  various  processes,  and  note  and 
compare  this  cost  with  the  product  obtained,  valued  at  tlie 
selling  prices.  Es|)ecially  is  this  the  case  where  staple  lines  are 
manufactured. 

There  is  a  further  very  important  reason  in  almost  every 
business  of  a  manufacturing  or  simply  of  a  trading  nature  why 
a  proiier  and  uniform  Trading  Account  should  l>e  kept,  and  it  is 
this  :  that  the  relative  charges  and  receipts  may  l>e  compared 
on  a  percentage  basis  with  those  of  a  different  i>eriod.  In  most 
businesses  there  is  a  certain  uniformity  of  profit  which  is 
obtained  on  the  prime  cost ;  hence  one  would  look  as  a  general 
practice,  apart  from  any  riseorfallinthe  value  of  raw  material ; 
for  a  similar  ratio  of  profit  to  be  made  611  future  occasions. 

Conse(iuently  when  a  manufacturer  does  a  steady  business, 
one  expects  to  find  that  the  ratio  of  his  gross  profit  as  compared 
with  his  sales  has  not  nuich  clianged  as  compared  with  the 
previous  year.  Certainly  his  workshop  expenses  will  be  rela- 
tively more  or  less  as  his  volume  of  business  decreases  or 
increases,  but  even  this  can  be  fairly  averaged  over  a  term  of 
years. 

It  is  usual  to  compare  all  the  items  charged  to  tiie  Trading 
Account  and  Profit  and  Loss  Account  with  the  amount  of  net 
sales  ;  and  if  these  items  are  all  thus  compared  periodically  in  a 
statistical  form,  the  information  thus  obtained  is  not  only 
intensely  interesting,  but  extremely  valuable  to  the  manage- 
ment. A  good  illustration  of  this  may  be  given  in  the  case  of 
wages  and  salaries.  Supposing  the  salaries,  for  example,  have 
fairly  maintained  a  certain  percentage  for  several  years  as 
compared  with  the  sales  ;  and  the  last  accounts  shew  that  this 
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percentage  has  considerably  fallen,  what  is  the  inference  '  It 
.s  that  the  staff  have  done  n,ore  work  for  their  pay,  and  n.av  he 
entnled  to  consideration  in  the  shape  of  increased  pav,  similarly 
.f  the  percentage  has  increased  it  would  show  that  the  staff  had 
been  better  paid  than  formerly. 

Not  only  is  it  useful  as  just  shewn,  bnt  it  affords  a  check  on 
the  various  expenditures  in  onnection  with  the  business  and 
further  enables  the  Accountant  to  verify  the  amount  of  toek  o., 
hand,  etc. ,  though  with  Cost  Accounts  properh-  kept  this  can  be 
checked  in  a  different  way. 

PROFITANDLOSSACCOUNT.-Thethirdpartof  the  Rev- 
enue Account  is  charged  with  all  the  expenses  of  n.anage.nent 
.nterest,  rates  and  taxes,  etc.,  and  all  costs  incurred  in  .selling 
and  distributing  the  goods. 

In  some  establishments  there  are  often  expenses  or  receipts 
which  do  not  strictly  l»lo„g  to  the  busine,-  ',  -  are  more  in 
the  shape  of  charges  or  income  from  invesi  When  this 

occurs  it  is  best  to  enter  such  items  in  a  thir.l,  or  supplementary 
chvsion  of  the  Profit  and  Lo.ss  Acco,u,t,  which  should  also  con- 
tan,  dividends  paid,  etc. ,  or  profits  to  Partners'  Accounts.  Such 
entries  are  usually  easily  verified  as  to  their  correctness  and 
need  not  be  included  in  the  percentage  statement  before 
referred  to. 


CHAPTER  ffl,. 


SPECIAL   BOOKS  USED  IN  COST  ACCOUNTS 

AND  THEIR  RELATION  TO  THE 

COMMERCIAL  BOOKS. 

It  cannot  be  denied,  and  indeed  why  should  we  attempt  to 
do  so,  that  there  are  many  excellent  works  published  on  Cost 
Accounts  or  Factory  Accounts  as  they  are  sometin'.es  called. 
Some  of  these  books  treat  the  subject  almost  entirely  from  the 
factory  manager's  .standpoint,  and  consequently  deal  very 
largely  with  manufacturing  details,  which  after  all  are  well 
known  to  most  manufacturers  ;  and  on  the  other  hand  others 
are  written  from  the  theoretical  standpoint,  and  while  po.ssess- 
iug  excellent  and  most  ingenious  ideas,  arc  not  practical,  and 
moreoverentailtoo  much  work.  Cost  Accounts  to  be  practically 
useful  must  be  so  designed  as  to  be  kept  either  in  the  office  or 
the  factory.  Of  course  where  the  factory  is  a  very  large  one 
and  a  first-class  clerical  staff  can  be  set  aside  for  this  work, 
well  and  good,  but  this  is  the  exception.  And  from  our  own 
practical  experience  we  have  found,  that  while  the  materials 
for  these  accounts  nnist  emanate  largely  from  the  factory  itself, 
yet  the  compilation  of  them  can  be  generally  bs-.st  done  iu  the 
office,  where  the  mo.st  talented  and  skilled  clerical  labor  is 
naturally  e.-ipected  to  be  found.  Otherwise  such  accounts  .start 
well  for  a  week  or  two,  and  then  not  being  used,  are  pronounced 
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of  being  no  practical  good  at  all,  Some  remedies  to  be  usefid 
require  of  obi-ious  necessity  to  be  used  and  that  according  to 
tlirections.  While  these  Cost  Accounts  themselves  are  kept 
apart  yet  they  must  form  an  integral  part  of  the  couuuercial 
books.  The  Cash  Book  certainly  is  an  important  item  in  any 
man's  books,  and  yet  it  is  balanced  apart  from  the  other  books. 
A  merchant  readily  gra.sps  at  the  importance  of  tracing  and 
accounting  for  every  dollar  that  comes  into  his  po.ssession— 
cash  is  one  of  his  important  as.sets— but  be  has  other  important 
assets  that  he  exchanges  his  cash  for.  Whether  these  a.ssets 
consist  of  miterial,  orexpenses,  or  wages,  tuey  .should  be  looked 
after  even  down  to  di;Ui!.-.,  because  after  all  they  repre.sent 
^  jllars  and  cents. 

Pi.  certain  percentage  of  every  bu.siness  must  be  allowed  for 
working  expenses.  The  manufacturer  knows  that  ic  pays  him 
:o  employ  only  first  class  foremen— .some  manufacturers  have 
yet  to  learn  that  Cost  Accounts  properly  kept  are  the  medium 
by  which  they  can  learn  whether  the  foremen  are  watching 
their  end  of  the  business.  There  is  an  old  saying  "  Quis 
custodiet  custodies,"  who  looks  after  the  guardians?  Cost 
Accounts  properly  kept  are  a  silent  guardian  for  a  business, 
which  cannot  be  denied. 

Still  further,  the.se  accounts  must  be  .so  designed  that 
without  unduly  increasing  the  clerical  work  '.hey  can  be  readily 
balanced  in  conjunction  with  the  commercial  books. 

It  might  perhaps  be  here  explained,  and  also  to  make  future 
references  in  the  book  clear,  that  in  the  Authors'  opinion  Cost 
Accounts  should  be  divided  into  two  main  classes  or  divisions, 
as  follows : — 
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MASUFACTUUIXd   ACCOUNTS. 


Cuss  1.  For  \I;iiiiifa,.-turt;rs  w'.io-i;  work  is  the  iiiaiiu- 
facture  .of  any  ki  i:l  of  Machinery  ami  Tools  or  Articles  of 
special  form,  the  character  of  which  renders  it  desirable  that 
the  co.-»t  of  each  unit  of  the  whole  output  for  a  j^iveu  i»eriod 
should  be  known  and  accurate!)'  arrived  at. 

Class  2.  Industries  which  turn  out  soods  more  or  less  of 
one  kind  for  consumption  in  the  .state  in  which  thev  are  turned 
out,  such  as  bread  stuffs,  textile  fabrics  and  miscellaneous 
merchandise  of  all  kinds  ;  and  also  such  as  are  more  in  the 
nature  of  materials  for  use  by  factories  in  Class  » ,  Generally 
sp-jakin^  Class  2  covers  such  couunodities  for  which  it  is  not  so 
es.sential  to  fix  the  cost  of  value  of  each  individual  unit  for  any 
given  jieriod,  but  rather  Inat  what  i^  required  is  cost  of 
proces.sess  and  average  price  per  yard,  pound  or  ton,  as  the  case 
may  be. 

It  is  the  object  of  this  book  to  try  and  clearly  enunciate  the 
principles  underlying  the  keeping  of  Cost  Accounts,  .so  thai  any 
practical  Accountant  can  design  and  prepare  intelligent  and 
u.seful  sets  for  any  factory. 

Unfortunately  this  is  a  branch  of  the  Accountant' sprofcs.sion 
that  has  hitherto  received  very  little  attention  at  their  hands.. 
Workson  book-keeping  are  legion,  but  few  of  them  touch  on 
this  subject,  or,  if  they  do,  the  information  given  is  useless. 


We  show  some  general  forms  of  books  and  accounts,  which 
should  explain  the  methods  to  be  adopted.  It  has  been  deemed. 
best  in  shewing  these  forms  to  give  them  in  blank,  but  in  later- 
chapters 'sets  are  shewn  worked  out  in  detail. 
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As  this  is  not  a  work  on  bookki-upiii);,  only  the  siH.ci.il 
books  ai.,1  accounts  rc(iuire(l  for  Cost  /  ccounts  are  here  re- 
ferred to,  and  these  niav  Iw  briefly  enmnerated  a.s  follows : — 

CoMMEHCiAu  Books  and  Accounts — 

Piirchase  Journals  or  Iu\'oice  Books, 
Cost  Ledger  Account  in  General  Ledger. 

Special  Books — 

Order  Book,  or  on  separate  sheets, 
Invoice  Book, 
I'^stiniate  Book, 
Cost  Ledger, 
Summary  Register. 

PcjRCHAsi!  Journal  or  Invoice  Book. 

In  Fig.  No.  3  a  u.seful  form  of  Purchase-Journal  is  given. 
This  book  can  be  adopted, for  Factories  coming  under  Cla.ss  r* 


20  manufacturers'  accounts. 

Fig.  No.  3. 
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MAXlIKACTl.REns    ACCriUNTS. 


Ill  Certain  factont's,  t's|K'cially  tliosc  iukUt  Class  No.  i,  it  is 
most  nect'ssary  that  tlie  "  FrtiKht  in  "  an<l  "  Diit\'  paid  "  on 
gotxls  should  be  known  and  proinTly  rtcordcil  on  the  invoict 
itself.  By  usin^j  a  stamp  as  shewn  in  Fij^nre  No.  4,  and  insist- 
ing on  its  bein>r  filled  uy   in  the  in\'oice  liefore  the  cashier  pays 

Fic  No.  4. 


the  cash  for  same,  mnch  work  may  l)e  saved  in  huntin>;  i  m  this 
information  aftewards.  The  Purchase  Journal  as  here  riiewn 
in  Fig.  No.  3,  specialh-  provides  for  this.  When  the  cashier 
disburses  cash  for  "Freight  in"  and  "Duty"  he  charges 
same  to  such  account  or  accounts  (if  it  is  preferred  to  separate 
them)  in  the  ordinary  way  througn  his  Cash  Book,  When  the 
invoices  are  enteretl  in  the  Journal,  the  amounts  are  credited  to 
the  "  Freight  in  "  and  "  Duty  "  column  and  added  to  the 
material  and  properly  charged  on  the  contra  side.  In  due 
cour.se,  presumably  at  the  end  of  month,  the  total  of  the  colunni 
in  the  Cash  Book  is  charged  to  Duty,  etc.,  Accouiit  in  the 
General  Ledger,  and  the  total  of  the  duty  column  from  the 
purcha.se  Journal  is  credited  to  the  same  account.  If  ever\- 
invoice  has  been  properly  endorsed  and  entered  in  the  Journal 
as  regards  the  Duty,  etc.,  this  account  will  balance  it.self,  thus 
proving  the  correctness  of  the  entries,  allowing  of  course  for 
any  items  which  may  be  outstanding. 
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\UisX  lMK>k-kefi)crs  arc  familiar  wit li  the  plan  of  traiislt-rriii^; 
tilt'  haliiiK'e  ol'  thu  accounts  licadcd  "Krci^lit  in"  and  "Duty" 
to  Mercliandi-.!.-  Account  at  tlit  en  1  of  tin:  year.  l)Ut  with  a 
system  of  Cost  Accounts,  wliicii  rt'tiuirt'S  that  the  true  cost  of 
each  aiticle  should  he  recor<led  ix.rio<lic.ilIy,  it  can  readily  lie 
seen  how  thoroughly  and  simply  this  plan  provides  (or  so  doinn. 
The  Purchase  Journal,  as  shewn,  only  provides  for  one  depart- 
ment to  which  Hoods  are  to  he  charged.  Tosulxlivideand  add 
addititinal  colunnis  is  a  \'er\-  simple  matter,  Iiut  while  the  use 
of  colnnniar  Ixiok  keeping  is  a  Kreat  hi-lp,  it  must  constantly  lie 
Imrne  in  mind  that  its  alinse  is  just  the  contrary  We  saw  in 
a  Ixjok  on  "Factory  Accounts"  one  talinlated  plan  of  Journal 
with  no  less  than  sixteen  coliinins.  Such  a  hook  is  an  endless 
source  of  mistakes,  from  entering  .accounts  in  the  wronjj 
column  to  say  nothing  of  its  size,  or  prohnhly  cramped  spaces 
for  fi^.ures.  When  a  certain  numher  of  cohiinns  is  necessary, 
and  details  are  reipiired  of  any  heading  it  is  liest  to  record  these 
subdivisions  in  a  separate  hook  or  Ixjoks.  .An  illustration  of 
this  can  be  cjin-eniently  shown  from  Kig.  Xo.  3,  under  the 
column  hetided  "General  Expense."  it  is  here  provided  that  .all 
goods  or  expenses  coining  under  this  heading  shall  lie  entered, 
and  further  it  is  intended  that  such  item-i  shall  be  ;)Osted  to  a 
"General  lixpcnse  Account"  in  the  General  Le  Iger  ;  but  it  is 
not  intende  1  that  this  account  shall  not  be  suminarised  and  suffi- 
ciently dilailed  in  the  Balance  Sheet.  To  provide  for  this  an 
'  Expense  Detail  Hoo'c  "  ai  shewn  with  columns  as  necessary 
•can  be  kept  written  up  ( see  Fi^.  No.  5 )  -the  total  of  the  columus 
will  give  the  l-a'aiice  of  the  accounts  in  the  Ledger  ;  and  more' 
over  a  great  deal  of  labur,  to  say  nothing  of  Ledger  space,  will 
be  saved  in  posting. 
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A«  a  Keneral  principle  aa  few  General  LulRer  Account* 
ihoiild  be  kept  m  possible. 

By  enteriiiKnp  the  invoices  in  the  Journal  iwriodically.  they 
QM  be  sorted  up,  and  arraiiKed  conveniently  for  posting. 

Column  No.  4,  of  this  Journal,  Fig.  No,  3,  it  will  Iw  noted, 
is  headed  "Stores  Is.sue<l,"  this  column  is  not  used  whei» 
enterinK  up  the  invoices,  but  provides  a  convenient  place  for 
recording  go«ls  is,sued  by  the  store  keeper  from  his  stores,  and 
enabling  the  same  to  be  charKc<l  to  the  proper  account  ;  this 
will  be  fully  dealt  with  in  a  subse(iuent  chapter  however. 

We  are  giving  a  somewhat  lengthy  description  of  this 
Purchase  Journal,  but  in  reality  too  much  fmportance  cannot  be 
given  to  the  proiwr  treatment  of  material  and  stores,  and  all 
proper  charges  incidental  thereto.  By  adopting  some  such 
system  as  here  laid  down,  much  valuible  information  can  1» 
permanentl\  recorded.  Unfortunately,  entries  are  so  often 
made  in  Iwoks,  possibly  correct  in  themselves,  but  the  inform- 
ation which  would  explain  them  is  either  isolated,  or  was 
simply  a  memo.,. «o  that  when  the  entry  is  referred  to  after- 
wards, no  one  can  e.vplain  it  ;  or  endless  papers  have  to  he 
hunted  through  to  endeavor  to  fi -d  out  the  "rjison  d'etre  " 
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The  difference  between  the  Figs.  No,s.  3,  6  and  7  can  easily 
be  seen.  Fig.  No.  3  is  intended  for  Factories  under  heading 
Class  I,  where  necessarily  much  more  detail  work  is  involved, 
and  where  the  details  themselves  are  recorded  in  a  Cost  Ledger 
Account  under  the  particular  job  or  order.  Whereas  in  Figs. 
Nos.  6  and  7  to  be  used  for  Factories  under  Class  2,  where  we 
are  dealing  with  the  results  and  totals  instead  of  individual 
articles,  the  information  record  is  more  of  a  general  character. 
A  little  examination  of  the  Journal  Fig.  No.  6,  will  show  that 
this  book  provides  the  means  whereby  we  can  readily  obtain 
month  by  month  the  total  quantity  of  raw  material  purchased 
and  its  co.st,  also  the  quantities  of  the  individual  kinds  or 
headings  making  up  this  total.  In  the  General  Ledger  we 
-simply  record  the  Cost  of  the  Material  bought  for  the  month, 
but  from  this  Journal  we  can  find  out  with  little  trouble  the 
actual  or  average  cost  per  lb.  or  other  quantity  or  unit  of  each 
or  any  line  of  goods  purcha.sed. 

Where  the  Factories  come  under  Class  2,  and  the  processes 
only  are  being  followed,  forms  numbered  Figs.  Nos.  6  and  7 
are  recommended. 

Where  there  are  a  large  number  of  invoices  it  is  a  good 
plan  to  have  a  numbering  stamp  and  file  them  away  according 
to  their  numbers.  Experience  shews  that  it  is  far  easier  to  file 
away  and  quickly  turn  up  for  reference  documents  put  away 
in  their  numerical  order,  than  under  their  alphabetical  order, 
to  say  nothihg  of  the  fewer  pigeon  holes  or  drawers  re  [uired  in 
doing  so.  When  it  is  found  necessary  to  refer  to  invoices  it  is 
comparatively  little  trouble  to  take  a  note  of  their  numbers  as 
entered  in  the  Ledger  when  po.sting  the  item  ;  or  have  the  in- 
voices regularly  indexed  with  No.  opposite  each  name,  in  the 
.same  way  as  a  Letter  Book  is  indexed. 
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Where  invoices  require  constantly  to  be  referred  to,  to 
obtain  prices,  putting  them  away  in  alphabetical  order  is  good, 
but  indexing  the  names  and  the  numbers  of  such  invoices  in  a 
book  as  referred  to  above  is  recommended. 

In  dealing  with  invoices  in  connection  with  Manufacturing 
Establishments  it  is  very  important  that  the  goods  purchased 
should  be  charged  to  proper  job  or  department,  or  expense,  as 
the  case  may  be  ;  and  to  ensure  this  being  properly  done  and 
systematically,  a  rubber  stamp  or  a  series  of  rubber  stamps 
should  be  provided  for. 


Fig.  No.  8. 


>-PECIMEX  STAJII'. 


Date 

rliarjre  Works  No 

Charfip  Slor4w 

Chargt' 

Goods  Kifi'ivert  by 


COST  i,kd(;kr  account. 

In  Purchase  Journal  Fig.  No.  3,  which  refers  to  Factories 
under  Class  I,  there  are  two  columns  headed  "  Cost  Ledger," 
to  which  are  charged  all  invoices  referring  to  any  special  or 
specific  order.  The  reason  for  calling  this  account  "Cost 
Ledger  Account  "  in  the  Genera!  Ledger  is  simply  to  avoid 
confusing  it  with  Merchandise  or  Manufactured  Stock,  and 
further  it  covers  more  ground  than  any  simple  heading,  .so  we 
style  it  as  given  as  a  descriptive  name. 
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When  material  is  received  into  the  Factory  it  is  entered  in 
the  Journal  and  charged  under  heading  "Stores"  or    "Raw 
Material,"  except  specially  ordered  as   alwve.     Credit   Stores 
and  charge  Cost  Ledger  Account   through    Purchase  Journal 
when  Stores  are  issued.     The  account  also  covers  other   items 
as  will  1„   seen  from  Fig.  No.  9,  which  is  a  copy  of  the  account 
taken  from  the  General  Ledger  in  a  simple  form.     It  might  be 
well  here  to  explain  the  difference  between  the  "  Cost  Ledger  ' ' 
and  the  "Cost  Ledger  Account."     The  Cost  Ledger  is  a   sep- 
arate Ledger  in  which  are  entered  in  detail  all  the  items  which 
are  shewn  summarized  in  the  Cost  Ledger  Account,    which   is 
one  of  the  regular  accounts  in  the  Ge'ieral  Ledger.     The  term 
General  Ledger  is  here  used,  becaus,-.r  business   01    any   size 
now  a  days,  where  the  books  are  wcU  designed,  it  is   usual    to 
have  a  Bought  Ledger,  Sales  Ledger,  General  Ledger,  etc. 

This  Cost  Ledger  Account  then  is  simply  a  collection  of 
various  Factory  Accounts.  As  each  job  is  finished  its  record  is 
kept  in  the  Cost  Ledger,  and  monthly  or  weekly  a  summary  of 
all  completed  jobs  or  of  the  various  processes  as  the  case  may  be 
is  prepared,  and  "  Manufactured  Stock"  is  charged  with  the 
items  composing  same,  and  the  Cost  Ledger  Account  is  credited 
therewith  in  its  proper  columns.  This  is  fully  gone  into  under 
the  explanation  given  on  the  Cost  Ledger  later  on. 
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hanufactcners'  accounts 
Estimate  Book. 


In  an  estimate  Book  the  following  items  of  cost  have  to  be 
provided  for : 

(i).  Material. 

(i).  Labor. 

(3).  Proportion  of  Workshop  Expeu.ses. 

(4)'  "  "  Distributing      " 

In  considering  these  it  has  to  be  decided  whether  these  costs 
shall  be  figured  on  the  present  year's  business,  or  last  year's 
business,  ot  on  an  average  output  taking  one  year  with  another. 
The  first  would  not  be  satisfactory  as  the  amount  could  not  well 
..0  determined  until  end  of  period  ;  but  the  third  is  the  one  that 
will  give  the  most  satisfactory  results.  Every  manufacturing 
establishment  has  a  normal  output,  which  is  generally  known 
as  the  caapcity  of  the  factory  or  plant,  and  such  is  the  amount 
that  should  be  taken. 

PORPORTION   OF   WORKSHOP   EXPENSES. 

This  is  in  some  Manufactories  under  CIa.'s  1  a  most  difficult 
matter  to  arrive  at  when  starling  Cost  Accounts.  Every 
Manufacturer  has  his  rule  of  .so  much  percent,  for  profit,  but, 
unfortunately,  at  the  end  of  the  year  the  profit  does  not  always 
pan  out.  In  a  proper  system  of  Cast  Accounts,  fortunately, 
these  estmiated  Expenses  can  always  be  verified  by  the  actual 
Expenses  incurred  up  to  any  given  date,  and  the  information 
thus  obtained  utilized  for  future  estimating.  Experience  has 
shewn,  as  a  general  rule,  that  the  safest  plan  is  .o  base  the 
Estimated  Workshop  Expenses  on  the  Cost  of  Labor.  By 
ascertaining  the  amount  expended  on  Wages  paid  for  productive 
labor  for  any  given  period,  the  longer  the  period  the  better. 
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and  then  ascertaining  the  amount  of  the  Workshop  Expenses 
for  the  same  perio<l,  a  ratio  l«;t«een  the  two  can  readily  he 
obtained.  In  other  words,  the  Workshop  Expenses  will  he 
snch  and  such  a  percentage  of  the  Wages,  and  thus  a  generall>- 
rehable  guide  in  estimating  this  Exi^nse  is  obtained.  As 
regards  the  amount  of  distributing  or  .seUing  Expenses— these 
come  under  the  heading  more  of  Fixed  Charges,  and  will  not 
1w  so  much  affected  by  the  amount  of  busine.vs  done  as  are 
Wages  or  Material  used.  Again,  experience  shews  that  the 
percentage  to  he  charged  for  this  Expense  is  generally  l>est 
obtained  by  ascertaining  from  the  Trading  Account,  or  from 
the  Commercial  Books  if  a  new  business,  what  the  ratio  of  this 
item  is  as  compared  with  the  material  a.id  labor  combined,  or 
the  ratio  can  be  made  with  the  .sales. 

In  some  Factories  where  Machinery  largely  takes  the  jilace 
of  workmen,  and  where  such  Machinery  involves  considerable 
outlay,  not  only  in  Capital  but  in  Fuel  or  Power,  etc.,  this  run- 
ning  cost  of  the  Machinerv-  should  be  estimated  and  considered 
as  so  much  Wages  ;  this  is  especially  important  where  the 
Factory  is  divided  into  shops  or  departments,  because  one  shop 
may  use  a  large  proportion  of  special  machinery  as  compared 
with  another. 

On  the  other  hand,  .some  Manufacturers  contend  that  to 
apportion  this  expen.se  on  the  basis  of  »*/ages  is  unreliable,  and 
.say  that  it  should  be  charged  to  the  machines  in  use.  The  total 
cost  of  the  Workshop  or  Factory  expen.se  is  then  divided 
amongst  the  machines  in  use.  This  has  to  be  fixed  by  the 
Manager,  an  1  in  proportion  to  the  time  each  machine  is 
employed  on  any  job  so  is  the  job  charged. 

Thi.s  system  niaj-,  and  would,  no  doubt,  work  well  where  all 
the  machines  were  .steadily  and  regnlarh-  emploved,  and  these 
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charnts  could  Ix;  adjusted  from  time  to  time  as  rc<iuired,  but 
the  weak  point  seems  to  lie,  that  when  machines  are  hiiig  idle, 
that  certain  machines  woul<l  lie  overtaxed  with  their  charges. 
As  we  have  reiwatedly  said,  this  is  one  of  the  most  difficult 
matters  to  settle,  and  each  Manufacturer  inn.st  decide  for  him- 
self as  to  tlie  Iwst  method  for  his  particular  industry. 

On  the  Labor  basis,  allowing;  a  sjiecial  charge  for  siiecial 
labor  saviiiK  machines,  it  setms  to  us  that  a  more  uniform 
result  will  I)e  obtained 

There  has  been  so  nuich  written  on  this  subject,  both  from 
the  Manufacturer's  opinion  and  the  academic  ix)int  of  view,  that 
the  Authors  have  thought  it  Iwst  to  simply  here  give  what  is 
conceived  to  Iw  the  most  reliable  method  for  general  use. 
Circumstances  alter  cases,  and  the  individual  experience  of  any 
given  factory  may  demonstrate  that  some  other  course  is 
advisable,  nay  necessary.  For  example,  in  the  ca.se  of  a 
foundry  or  broadly  s]*akiug.  Factories  under  Class  2,  the  rule 
may  not  always  apply.  Here  the  ([uantity  of  the  product  is 
obtaintd  ;  the  cost  of  the  same,  and  the  amount  of  Wages 
expended  for  the  given  period.  The  whole  expenses  for  the 
foundry  for  the  time  in  question  are  then  averaged,  and  with 
the  other  items  above  mentioned  constitute  the  value  of  the 
metal  or  material,  which  is  capable  of  then  being  priced  at  so 
much  per  lb.  or  other  quantity.  The  distributing  exiienses 
can  then  be  provided  for. 

Cost  Ledger.     For  Factories,  More  Especially 
Under  Class  I. 

This  is  the  most  important  book  in  Cost  Accounts.  As  the 
Ledger  focuses  all  the  numerous  transactions  in  connection 
with  any  person  or  account,  so  does  the  Co.st  Ledger  focus  all 
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the  various  costs  and  charges  i„  connection  with  any  jot,  article 
or  series  of  articles.  One  thin^  nmst  be  clearly  nnderstoo.l  ami 
that  IS  this,  that  while  the  co.nn.ercial  Ledger  is  a  iK-nnanent 
record  of  tran.sactions  and  remain,  in  statu  ,|uo,  on  the  other 
hand  the  ••Co,tUdK'er"  has  done  its  work  when  the  job  is 
completed  and,  as  soon  as  convenient,  the  account  referral  to 
IS  re.noved.  A  little  consideration  will  clearly  demonstrate  this, 
for  Ih,-  ■•Cost  r..,Jger"  gives  us  the  details  of  the  "Cost  Ledger 
Account,"  which  is  a  General  Ledger  Account.  Now,  when 
the  goods  are  transferred  to  Manufactured  Stock  Account 
simultaneously  •'-,.  corresponding  Cost  r.edger  Accounts  are 
closed.  The  book-keeper  will  understand  this  clearlv  by  the 
Journal  entry. 

Manufactured  Stock.  Dr. 

To  Cost  Ledger  Account 
as  detailed 

The  Cost  Ledger  should  Ik  divi<led  into  two  parts  : 

(i>     Orders  or  Jobs. 

(2)     Factory  or  Workshop  Expenses. 

The  ruling  of  sheets  in  part  ( i )  Orders  or  Jobs,  is  shown  as 
follows,  Fig.  No.  lo. 

This  form  clearly  explains  itself,  and  the  information  re- 
quired is  obtained  and  posted  from  the  vouchers  as  shewn  in 
the  chapters  on  Material  and  Wages  :— 


30 


MANUFACrniEHS'  ACCOUNTS. 


o 

u< 
CA 

c 

Q 

W 
.J 

E- 
tn 

O 

o 


rt.Mtl.MlX^.( 
l.i.U!(| 


■a 

e 

a 


AMJJ 

-;     .(iiiumif) 


O 

2; 


■>l»(I 


SPECIAI.   BOOKS   IIHED  IK  (OUT  ACCOUNTS,  ITC.  87 

The  niliiiK  for  Pan   a   Wnrkshoi,  Expends  is  shewn  a« 
follows : — 

FiK.  No.  II. 

COST  LRDGEK    FORM. 
Fiiilory  iir  \Viirlci<lii>|>  Kxiienn'p 


DkU- 


I.  ..  **'""•' 

I  udtn  i.AHs  K((.     LalH.r         itt 

Mnli'rial 


It  will  Ix..  iictic«l  some  of  the  coluinn.s  have  no  heading 
this  provides  for  details  as  re(iuire<l,and  differinR in  accordance 
with  the  nature  of  the  Factory  or  Workshop.  As  mentioned 
before,  all  the  accounts  in  "  Part  .  Orders  and  Jobs,"  are  closed 
when  completed. 
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Thf  voii,  hiT  systiiii  can  \>e  well  adaptwl  fur  Cost  Lwltfer 
Aceoiiiils,  oi  jwrliaps  ln-tter  still  n  loasi-  Liaf  I.iil«tr.  When 
the  onltr  is  startitl  a  slitet  priiilwl  Cost  Lclyir.  aii.l  ruled  as 
shewn  in  Fi){.  No  lo.  is  luiuliil  with  the  order  nnniUr  and 
name,  and  placed  on  file  for  ' '  Orders  in  course  of  Manufacture, ' ' 
when  the  job  is  fiiiished  the  accotuit  slloulil  lie  stain|ied  as 
follows,  with  a  ruhlier  stamp  ;  — 

Fig.  No.   12. 


">TK KllllTl'il  liv 

(Jrcler  Ituitk 
Folio 

SlMMAHV  ; 

IjilKir 

MaliTJal 

l)ire<'t  Kxn 

Fai'l^jry  Kxj*.  K»<tiniatfsl 

I'rinit' CiiHt 

♦  iencral  K.xiK'nwH  ^;fltil^ated 

TciialCiii-t 


The  details  here  outlined  are  to  be  carefully  l.lle<l  in.  The 
amounts  of  Wages  and  .,  aterialsare  obtained  by  ruling  off  and 
adding  up  the  account  itself,  and  the  Estimated  Expen.ses  are 
obtained  as  previously  shewn.  The  sheet,  if  kept  on  a  Voucher 
System,  is  then  trans  -rred  to  file  and  marked  "Orders  com- 
pleted but  not  entered  in  Summary  Book."  These  accounts 
can  be  ruled  for  debits  and  credits,  but  the  forms  shewn  are 
much  .simpler  and  answer  all  the  purposes.  The  fact  of  stamp- 
ing the  account  corresponds  in  book-keeping  with  the  credit 
entry,  and  the  transferring  same  to  the  second  file  is  keeping 


SI'Ki  UI.   IlliOKs    I  SKI)   IN   (dsT   AlciplNIs    KK  ,  .(n 

thiMii  ill  sii>|niicc  l„  iiinhli-  thi-  iiitriisforiill  julismiiiiiUHil,  at 
t-ml  ..)•  wiik  or  iiu.mli.  t,)lKiniuUiii,„it.l,H,k  kiipiii>;i-mr.v  a, 
is  ixplaiiitd  in  aiiDthiT  placf. 

As  reK.ir.ls  l>art  j  of  tlu'  Costs  Lwlmr  Am.iims.  viz., 
Factory  Extxiists  TiKsinccoiiiitsartoiilN  cIo>*-,l  Marly, oral 
thtciKlof  tlu- financial  ,>iri(xl.  I,„t  the  U-,l«.r  itself  i^  l.alancol 
iiiontlily  aiKl  vcriHcl  with  tlu-  l.alancc  at  Cost  I.clncr  Acconnt 
ill  the  C.eiiernl  I.e,lKer,  with  which,  after  the  coin|,lete.l  j„l,s 
have  lH.-eii  taken  out  and  the  Ixx.k-keeimiK  entries  passed,  the 
total  halaiice  of  the  Cost  U.lKcr  iniisi  awree,  if  all  the  work 
has  lueii  correctly  posted  and  recorded 

The  transactions  in  the  Cost  I,e<lKer  as  here  referr.-d  to  are 
those-  especially  of  a  niamifactory  where  it  is  necessary  t<,  know 
the  iiKlividnal  cost  of  articles.  As  hefore  stated  it  is  not  alwavs 
practicaWe,  if  ,x>s.siblc,  to  follow  thiscost  ri^ht  tliron«li.  U  lien 
this  cannot  be  <lone  the  records  are  kept  of  the  processes,  and  a 
practical  ilUistration  of  this  is  given  in  a  later  chapter,  or  only 
partial  records  are  kept  as  a  matter  merely  of  record. 

The  <lifnciilty  of  keepinR  and  closiiiK  the  Cost  Le<l>;er 
Acconnt  in  the  General  I,e<lKer  is  not  such  a  complicated  matter 
as  iiiiKht  aiipear,  as  the  jobs  which  ar.-  .uiislml  at  any  Kiveii 
<late,  weekl>-  or  nionthl}-,  are  transierred  to  the  Sninmarv 
Kegister. 

ORDER    BOOK. 

This  book  is  used  for  orders  received  from  customers,  also  it 
should  Iw  used  for  any  work  (or  even  repairs)  order  ghx-n  by 
the  mauantement,  so  that  the  cost  thereof  may  Iw  properh-  re- 
corde<l.  A  siini>le  form  is  shewn  in  Fig.  No.  13,  l>ut  each 
Factor)-  usually  has  .some  form  or  forms  of  its  own  i)eculiarly 
adapted  to  its  wants, 
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As  each  order  is  received  it  is  duly  entered  and  properly- 
numbered.  While  we  refer  to  this  as  the  *'  Order  Book , "  and  it 
is  here  shewn  in  the  illustration  in  book  form,  yet  we  consider 
that  in -Cost  Accounts  the  system  known  as  the  "  Voucner 
System  "  already  refe:  :d  to  can  be  very  profitably  employed. 
In  the  Voucher  System  tiien  the  order  would  be  entered  on  a 
voucher  in  duplicate,  properly  numbered,  and  then  one  copy 
placed  on  file  for  "  Orders  accepted  and  in  course  of  Manu- 
facture ;  "  when  the  order  is  completed  it  would  be  filed  away 
with  the  record  of  its  cost,  which  will  bear  the  same  uiunher. 
This  refers  to  Factories  Class  i . 


SPECIAL  BOOKS  USED  IN  COST  ACCOUNTS,   ETC. 
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manufacturers'  accounts. 


This  "  Order  Book,"  for  a  book  after  all  is  only  a  collection 
of  sheets,  should  contain  all  necessary  instructions  and  the 
fullest  particulars  compatible  with  time  and  space  at  command, 
as  the  Foreman  of  the  Workshops  and  the  Management  will 
constantly  require  lo  refer  to  it.  For  future  reference  it  will  be 
most  useful  if  properly  kept  and  indexed. 

Most  factories  would  find  it  valuable  to  index  all  jobs— 
not  of  the  names  of  persons,  because  the  Commercial  Books 
must  preforce  do  that,  but  the  jobs  themselves,  classifying  them 
as  to  their  class  and  the  parts  thereof  if  necessary.  When 
estimales  are  being  prepared  there  is  nothing  so  satisfactory  or 
reliable  as  to  be  able  to  refer  to  a  similar  job  and  see,  not  the 
estimated  cost,  but  the  real  cost. 

Probably  the  hardest  or  most  difficult  work  in  the  factory  is 
fixing  this  e-'timated  cost.  Unfortunately  in  too  many  factories 
there  is  no  attempt  to  verify  this  by  the  actual  cost  from  proper 
records  kept  regularly. 

Where  it  is  practicable  all  estimates  should  be  made  by 
different  persons,  and  the  results  compared,  as  many  a  factory 
has  been  ruined  from  a  uniform  practice  of  tendering  too  low 
or  having  too  many  ' '  leaders. ' ' 
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■*  MANUFAcrUHERs'  ACCOIWTS. 

THE  SUMMARY   REGISTER. 

This  book  is  ruled  as  shewn  in  Fig.  No.  14  and  the  details 
are  entered  in  their  proper  columns.  As  each  account  is 
entered  in  this  register,  care  must  be  taken  that  it  is  duly  ruled 
off  and  stamped,  or  placed  on  separate  file,  as  before  provided 
for  in  Fig.  No    12. 

In  dealing  with  processes  the  result  of  the  work  done  is  also 
summarired,  -  viz.,  the  value  of  the  Material  used,  the  Wages 
and  Expenses. 

It  is  now  very  clear  that  by  adding  together  columns  Nos. 
I  to  4  we  obtain  the  prime  cost  of  all  the  goods  manufactured 
in  the  week  or  month,  although  for  Processes  it  is  only 
averaged,  and  can  thus  easily  compute  or  ascertain  the  Gross 
Profit.  This  Grcss  Profit  can  then  be  compared  with  the  Selling 
Price  or  prmie  cost  of  the  goods  manufactured  to  ascertain 
its  percentage  thereto— this  percentage  thus  computed  can  then 
be  compared  with  the  "normal"  percentage  of  the  factory 
between  the  s-ame  items,  as  shown  in  the  Trading  Account. 

Further  the  estimated  expenses  from  this  summary  should, 
as  far  as  possible,  be  compared  with  the  actual  expenses  for  the 
period  a«  an  interim  check  on  the  estimated  allowances  made. 
It  will  be  noted  that  where  Processes  only  are  being  followed, 
that  the  actual  Factory  Expenses  for  each  shop  or  department 
are  thereto  charged.  It  is  not  required  to  estimate  these  as  we 
do  not  necessarily  follow  the  cost  of  each  article. 

Where,  however,  it  does  become  necessary,  the  proportion 
would  have  to  be  charged  on  thi  rost  of  the  productive  wages 
as  before  shewn.  This  would  principally  be  necesssary  when 
valuing  and  making  up  inventory  of  partly  manufactued  stock. 
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Having  added  up  this  Summary  Register  it  now  affords 
some  valuable  information  to  the  management,  enabling  them 
to  form  some  idea  of  the  business  done  to  date  and  what  it  has 
cost. 

The  next  step  then  is  to  trapsfer  these  manufactured  goods 
to  their  proper  accounts  in  the  General  Ledger.  The  entry 
which  will  be  made  in  the  Journal  is  as  follows  :— 


Manufactured  Stock 


Dr. 


To  Cost  Ledger  Account. 
Wages, 
Material, 

Factory  Expenses  (astimated  or  otherwise). 
Direct  Expenses, 

After  these  items  have  been  posted  in  the  General  Ledgerit 
is  clear  that  the  remaining  accounts  in  the  Cost  Ledger  should 
balance  with  the  Cost  Ledger  Account,  and  that  the  total  of 
Wages  charged  in  the  Cost  Ledger  to  the  Unfinished  Jobs,  and 
the  Factory  Expense  Accounts  should  agree  with  the  balance 
of  the  Wages  columns  in  the  Cost  Ledger  Account— similarly 
the  "  Material  "  and  "  Direct  Expenses  "  can  be  balanced  and 
checked. 

At  the  close  of  the  Financial  Period  when  taking  stock  it 
becomes  necessary  to  know  the  valueof  the  partly  manufactured 
stock. 

The  Wages  and  Material  have  presumably  been  charged  to 
their  respective  jobs— to  each  unfinished  job  charge  its  propor- 
tion of  Workshop  Expenses.  The  summary^f  these  items  will 
give   the   value  of  the   unfinished   goods  which   should   be 
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journalised  to  credit  of  the  Cost  Ledger  Account  and  afterwards 
brought  down  as  a  debit  balance.  The  Factory  Expenses 
referred  to  as  Part  2  in  the  Cost  Ledger  will  then  be  ruled  off, 
and  closed  through  the  Summary  Register. 

The  Factory  Expenses  will  then  shew 

1st— Wages  (Unproductive). 
2nd— Sundry  Expenses. 

Now  debit  Factory  Expenses  column  in  General  Ledger 
Account  and  credit  Wages  column  with  the  amount  of  the 
Wages.  It  will  be  noted  that  in  Part  2  of  the  Cost  Ledger 
there  are  no  estimated  amounts  to  be  considered. 

What  is  now  the  state  of  the  Cost  Lec'ger  Account  ?  There 
is  a  debit  balance  at  Wages  column  or  account,  but  if  the 
entries  have  been  properly  passed  this  balance  will  form  part  of 
the  goods  partly  manufactured.  This  same  applies  to  the 
Material  column  and  the  Direct  Expenses  column 

We  have  remaining  on  the  debit  side  of  the  account  the 
summary  of  all  the  Workshop  Expense",  as  to  this  column 
have  been  charged,  or  should  have  been,  all  the  expenses  in- 
curred during  the  Financial  period. 

On  the  credit  side  we  have  a  summarv  of  these  same  ex- 
renses  "as  estimated."  These  columns  must  be  made  to  bal- 
ance by  a  journal  entry  to  the  debit  or  credit  of  Manufactured 
Stock  Account.  A  little  consideration  will  shew  that  if  this 
Estimated  Column  is  00  high  too  much  has  been  charged  to 
"  Manufactured  Stock  "  and  vice  versa. 

Further,  by  noting  thedifference  between  these  two  columns 
or  accounts  a  guide  for  future  estimating  or  fixing  percentage 
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of  Factory  Expenses  with  wages  is  obtained  unless  this  differ- 
ence lias  been  caused  by  an  increase  in  the  business  done,  or  by 
a  falling  off  thereof. 

A  fact  well  worthy  of  noting  in  manufacturing  is  this  :  that 
while  on  the  one  hand  it  is  safe  to  estimate  your  expenses  high 
yet  the  fear  of  estimating  them  too  low  may  lose  a  contract 
when  forming  the  Estimate. 

It  is  further  to  be  observed  that  only  the  Prime  Cost  of  the 
Manufactured  Stock  as  in  the  system  here  shewn  is  carried  into 
the  Commercial  Books  ;  but  provision  for  estimating  the  total 
cost  periodically  is  provided  for  in  the  Summary  Register. 

The.'e  items  can  be  summarised,  viz.:  the  estimated  Dis- 
tributing expenses  or  expenses  of  Management,  at  the  end  of 
the  financial  period,  and  referred  and  compared  with  the  ex- 
penses shewn  in  the  Profit  and  Loss  Account,  to  see  how  far 
the  Estimates  tallitd  with  them. 

The  method  of  keeping  the  Cost  Ledger  and  balancing  has 
been  here  outlined.  Each  factory  may,  and  probably  will  re- 
quire some  special  system,  although  the  main  principles  can  be 
discerned  running  through  the  'special  system  '■  adopted. 

We  have  attempted  right  through  to  explain  the  different 
forms,  when  required,  for  Factories  under  classes  i  and  2 
respectively. 

The  objection  is  sometimes  made  that  it  is  not  worth  while 
going  to  the  trouble  of  arriving  at  the  cost  of  certain  goods 
manufactured,  as  the  selling  price  isu.sually  fixed  by  the  Trade. 
One  answer  to  this  would  seem  to  be,  that  admitting  that  sell- 
ing prices  are  thus  largely  regulated,  it  is  most  important  for 
the  Manufacturer  to  know  which  lines  pay  him  best,  so  as  to 
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know  which  lines  to  push  the  sale  of,  etc.,  and  further,  if  he 
finds  he  is  losing  money,  or  making  too  little  on  one  line,  he 
can  study  that  line  especially  with  a  view  to  ascertaining 
whether  thecost  of  making  it  cannot  be  reduced,  by  cheapening 
it  somewhere,  or  by  improved  machinery,  etc. 

Depend  upon  it  the  Manufacturer  wants  to  knowevery  thing 
he  can,  and  the  more  this  information  can  be  systematised  for 
him  the  better  for  his  success. 


rbsuhb  of  chapter. 

Factories  Under  Class  i. 

Material  charged  to  Material  Account  or  Stores  or 
Material  charged  direct  to  Job,  and  po.sted  to  Cost 
Ledger  Account. 

Wages,  Charged  to  Cost  Ledger  Account. 

Productive  Wages,  charged  direct  tojob  in  Cost  Ledger. 
Unproductive  Wages,  charged  to  Factory  Exp.  or  Dept. 
in  Cost  Ledger. 

Factory  Expenses,  Estimated  as  %  on  Wages  charged 
to  Job  in  Cost  Ledger. 

Factories  Under  Class  2. 

Material  charged  to  Stores  or  Department. 

ages  charged  to  Department. 
Factory  Expenses  charged  to  Department. 

Summary  Book,  provides  medium  for  Collecting  Costs  and 
charging  same  to  Manufactured  Goods  Account. 


CHAPTER  IV. 


WAGES. 


The  importance  of  keeping  a  proper  record  of  Wages  needs, 
or  should  need,  little  argument,  when  one  considers  what  an 
enormous  sum  in  comparison  with  other  cost  of  manufacturing 
Is  annually  expended  on  this  item  of  the  prime  cost.  In  some 
manufactories,  indeed,  the  item  of  Wages  is  heavier  than  the 
outlaj-  on  the  material  incurred  in  manufacturing. 

It  is  t:ot  attempted  in  this  book  to  dtfcribe  all  the  various 
systems  of  keeping  track  of  attendance  or  records  of  work  done, 
as  there  are  so  many  good  ones  suitable  in  accordance  with  the 
number  of  hands  employed.  Moreover,  while  of  necessity 
various  forms  are  shewn  in  suggesting  ratthods  to  adopt,  yet 
this  book  professes  more  to  deal  with  the  principles  suggested, 
as  leading  up  to  a  more  perfect  system  of  keeping  accounts 

It  is  comparatively  easy  to  keep  records  shewing  how  much 
each  workman  has  earned  during  the  fortnight ,  and  how  much 
has  to  be  paid.  But  in  addition  to  this  information  the  Manu- 
fa"  ?r  wants  to  know  that  he  has  his  '  quid  pro  quo"  in  the 
sha.      :{  value  received  for  the  cash  he  has  thus  expended. 

Wages  may  be  divided  into  two  main  classes  : 
(i)  Troductive  Wages,  Tiate  work, 
Piece  work. 
(2)  Workshop  expenw.s.  or  I'nprodnctiv*  Wages, 

4  [«<] 
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Il  will  be  noted  thi.)  division  follows  out  the  plan  obwrved 
in  the  two  parts  of  the  Cost  Ledger. 

When  it  is  possible  to  have  the  work  done  on  the  piece  work 
principle  it  is  usually  and  truly  consideted  the  better  plan. 
Admittedly  it  is  better  bcth  for  the  master  and  man,  but  it  re- 
quires larefully  matching toseethat  a  fairand  reasonable  nage 
is  thus  paid.  Some  Manufacturers  fancy  that  because  tl.ewoik 
is  so  paid  for  that  it  requires  no  cluck,  but,  en  the  contrary, 
experience  shews  that  the  quantities  paid  for  require  to  be 
carefully  compared  and  checked  with  the  work  ordered. 

The  legisler  of  Wfges  frem  which  the  pay  sheet  is  prefartd 
should  separate  the  names  into  groups  orclasses  in  accordance, 
as  far  as  possible,  with  the  various  shops  or  processes  involved 
in  the  work  done. 

In  the  Factory  Cost  Account  only  one  column  is  provided 
for  Wages,  but  it  become^  a  very  simple  matter  to  keep  a  book 
aummarizing  monthly  this  account  with  its  subdivisions  as 
required. 

As  a  general  rule  keep  a  summary  book  for  details  and 
departments  instead  of  filling  up  your  General  Ledger  with  an 
unnecessary  number  of  accounts  which  entail  also  a  lot  of  extra 
columns  in  the  Cash  Book,  etc. 

When  the  check  is  drawn  for  Wages  fill  up  in  the  stub  the 
amount  for  each  department  and  the  amount  of  check  will  be 
the  total. 

This  may  seem  a  small  matter  to  refer  to,  but  first-class  book- 
keeping consists  of  bringing  into  as  few  headings  or  accounts 
as  possible  the  multitudinous  transactions  of  a  business ,  and  yet 
providing  for  as  many  detailed  particulars  being  kept  for 
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statistical  and  other  pnrponw,  without  involving  the  book- 
keeping staff  in  a  lot  of  extra  work.  With  only  a  few  accounts 
in  the  General  Ledger,  the  more  quickly  will  the  monthly  trial 
balance  be  taken  out,  and  the  summaries  themselves,  as  referred 
to,  help  to  check  the  correctness  of  the  accounts  kept. 

By  recording  information  in,  what  may  be  termed  Statis- 
tical Book,  and  then  recording  this  information  in  a  condensed 
form  periodically  in  the  Commercial  Book,  instead  of  attempt- 
ing to  pass  each  entry  daily,  it  will  be  found  that  much  labor 
will  be  saved. 

The  next  step  to  be  observed  is  that  a  proper  record  is  kept 
of  the  work  done  by  each  workman.  Forms  of  keeping  this 
record  .-ire  shewn  in  Figs.  Nos.  15,  16,  I7and  18.  This  especially 
refers  to  factories  coming  under  Class  i. 
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Fig.  No.   17. 
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DAILY  WAGES  SHEET. 


Fnnn  Ui  l»e  uiWHi  when  Time  is  broken  and  phort  times  workwl  on' 
each  joli. 


Na.mb. 

N. 

Per 
Hour 

D.\TE.  . 

Orrler 
No. 

Time 

TARTICULARS 

No.  of 
,  Mount 

Amount 

7.» 
7.« 

H.OO 
8.U 

1 

8.ao 
«.« 

9.00 
9.15 

1 

9.]» 
».» 
M.W 
10.  IS 

\Q.3U 
10. 4.^ 
11.00 
11.15 

1  .30 

1  .« 
.00 

i.ao 

1.4.1 

:t.oo 

2.15 

1 

1 

:^.llo 
2.45 
S.OO 
3.15 

1 

9.»    1 

a.4> 

4.00 

4.15 

4.:i'l 

4.45  n 

5.00 
5.15 

.5.30 
5.45 
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The  nature  of  the  work  to  be  done  decides  the  most  useful 
form  to  use.  Form  Fig.  No.  17  is  especially  useful  when  it  is 
required  to  keep  a  record  of  .short  times  employed  on  jobs — this 
time  is  not  kept  record  of  in  the  Cost  Ledger  in  quarters  of  an 
hour,  but  in  dollars  and  cents. 

It  has  been  recommended  that  a  record  be  kept  of  every 
workman's  time,  this  especially  applies  to  a  job  which  bears  its 
proper  number  in  Order  Book.  The  job  itself  may  consist  of 
one  article,  as  a  machine ,  or  a  series  of  similar  articles.  Where , 
however,  it  is  only  practicable  to  keep  track  of  the  \arious 
procestes  entailed  in  turning  out  a  quantity  of  merchandise, 
as  for  example  in  factories  coming  under  Class  2,  such  quantity 
being  carefully  recorded  at  given  periods  or  as  completed,  a 
simpler  method  can  advantageously  be  employed.  In  this  case 
each  process  is  usually  carried  on  in  its  own  particular  work- 
shop, supervised  necessarily  by  the  foreman.  Fig.  No.  19  will 
show  how  the  labor  expended  on  each  process  can  be  system- 
atically recorded. 

In  ihii  form  all  the  names  of  the  workmen  employed  in  the 
^hops  are  entered  and  a  record  is  kept  of  the  hours  expended 
daily  on  the  particular  process  or,  as  is  more  often  done,  simply 
of  the  days. 

It  often,  however,  happens  that  though  a  man  is  regularly 
employed  in  one  shop  that  his  services  are  required  in  another 
department.  Should  this  occur  his  own  foreman  can  record  the 
time  thus  employed  on  the  record  sheet  on  which  his  name 
regularly  appears.  To  enable  this  to  be  done  each  shop  should 
bear  a  distinguishing  number  or  letter,  and  the  time  marked 
with  the  lei  ter  following  it  in  the  square  opposite  his  name  and 
under  the  proper  date.     At  the  end  of  the  «eek  or  fortnight  the 
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work  done  outside  the  shop  can  be  charged  to  the  shop  using 
the  workman's  services.  A  little  arrangement  between  the  fore- 
men readily  enables  these  times  to  be  correctly  recorded. 

When  the  Wages  are  paid  the  number  of  hours  worked  by 
each  workman,  or  the  number  of  days,  as  the  ca^ie  may  be, 
should  be  summarised  and  compared  with  the  Pay  Sheets, 
which,  as  before  mentioned,  should  be  divided  into  the  shops 
or  arranged  as  the  nature  of  the  factory  may  suggest . 

It  does  not,  however,  follow  that  this  system  of  checking 
the  Wages  Sheet  can  be  applied  on  the  day  the  Wages  are  paid. 
but  it  should  be  applied  as  sDon  thereafter  as  possible. 
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There  are  several  points  whicli  want  to  be  carefwlly  noted 
with  regards  to  piece  work ,  but  as  this  is  a  matter  of  experience 
as  to  fixing  values  which  can  only  be  regulated  by  the  Manu- 
facturer himself,  we  shall  content  ourselves  with  one  or  two 
comments  thereon.  Firstly,  then,  it  is  very  wise  to  Inep  a 
record  of  the  hours  worked  on  piece  work,  from  time  to  time, 
first  in  one  department  an<l  then  in  another,  an<!  thus  ascertain 
what  the  work  i.s  costing  per  hour  This  is  provided  for  in 
Fig.  No.  1 6. 

Again,  it  often  happens  that  too  high  a  piice  is  ueing  paid 
tor  the  work,  and  that  some  of  the  workmen  are  purposely 
working  slowly  or  even  short  r  hours  so  that  this  will  not  be 
notiiced. 

Where  some  of  tlie  hands  are  highly  skilled  and  others 
inferior,  there  is  a  tendency  for  the  smarter  ones  to  regulate 
their  output  by  the  work  done  by  the  slower  ones.  These aie 
matters  that  want  watching,  and  tlie  experienced  Maniifactarer 
will  probably  realize  this  only  too  well.  It  seems  hardly 
necessary  to  say  that  a  highly  skilled  laboe-r  liould  oe 
encouraged  to  earn  good  wages,  and  that  it  wouki  manifestly 
be  unfair  to  gauge  the  price  paid  by  such  a  mans  earnings. 

These  records  of  the  labor  employed  on  each  job  or  process 
should  lie  regularly  posted  into  the  Cost  Ledger,  similarly  with 
the  labor  employed  which  comes  under  the  heading  of  Factory 
Expenses  In  doing  this  the  items  can  first  be  summarized  if 
necessary  In  the  Chapter  on  the  Cost  Ledger  it  is  explained 
hou  the  accoonts  in  this  Ledger  are  closed  into  the  C^neral 
Ledjier. 

It  is  hardly  possible,  without  specializing  too  much,  to 
prwride  forms  for  all  classes  of  factories  ;  our  endeavor  is  to 
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enunciate  certain  principles  which  by  certain  modifications  can 
be  applied  and  used  in  all  Cost  Accounts. 

We  cannot  close  this  chapter  without  referring  to  the 
premium  plan  of  paying  Wages.  The  system  is  this  :  -Presum- 
ing that  a  workman  working  on  a  given  machine  can  turn  out 
loo  articles  per  day  of  ten  hours,  and  such  a  turn  out  is  consid- 
ered a  fair  day's  work,  and  the  wages  are  jo  cents  per  hour, 
the  arrangement  is  made  with  him  that  the  profit  for  all  over 
ICO  he  can  turn  out  will  bedivided  with  him.  Thus  loo  pieces 
made  in  lo  hours=2c.  each  ;  if  he  makes  150  pieces  the  Manu- 
facturer  has  received  50  pieces  more  than  he  would  under 
ordinary  circumstances,  and  pays  him  for  25  pieces  at  2c.,  or 
50c.  per  day,  or  $2.50  per  day  for  that  day  instead  of  $2.00. 


CHAPTER  V. 


MATERIAL. 

Under  this  heading  we  have  to  consider  how  to  keep  a 
proper  record  of  all  Material  and  Stores.  The  quantity  that 
comes  in  and  its  cost,  then  the  quantity  used  in  Manufacturing 
and  on  account  of  Factory  Expenses,  so  that  at  any  time  we 
can  readily  ascertain  the  quantit>  on  hand,  and  further,  the 
quantity  used  in  partly  manufact«red  goods.  In  all  large 
factories  it  is  customary  to  employ  a  storekeeper,  «bcBC  duty  it 
is  to  look  after  all  valuable  stores. 

While  for  the  proper  keeping  of  cost  acconnts,  as  indeed  for 
all  accounts,  there  is  a  good  deal  of  detail  work,  yet  there  are 
time-s  when  common  sense  must  be  applied  and  economy  con- 
sidered. Certain  Material  may  be  required  to  complete  a  small 
job,  and  yet  according  to  the  rules  of  the  factory,  all  Material 
must  be  ordered,  and  the  voucher  signed  by  a  responsible  party— 
in  the  illustration  here  given,  to  get  the  order  signed,  the  fore- 
man might  be  too  busy  to  do  so,  and  the  workman  would  have 
to  wait.  Common  .sense  at  once  points  out  that  it  is  poor 
economy  to  waste  valuable  time,  which  represents  money,  to 
save  perhaps  a  small  value  in  Material.  So  in  recommending 
that  all  stores  be  under  the  charge  of  the  storekeeper,  it  folows 
that  this  practice  applies  more  to  valuable  stores  and  intrin- 
sically valuable  Raw  Material.  In  fact,  the  nature  of  the 
business  must  largely  govern  all  regulations.      If  the  Raw 
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MaUrial  consists  of  gold,  a  very  different  supervision  is  requittd 
than  when  the  Raw  Material  consists  of  iron.  Where  the  Raw 
Material  is  used  in  large  quantities,  there  is  always  more  or  l«s, 
a  percentage  of  waste,  and  this  percentage  can  be  fairly  arrived 
at  by  experience. 

The  Storekskper's  Ditirs  would  consist  of  nceix  fng  all 
goods  coming  into  the  factorv  and  verifying  the  sann:  >^  itu  the 
proper  invoices.  As  the  goods  are  received  they  ar.  cmereU  in 
his  Day  Book,  which  may  be  compared  with  a  C.  -h  Bcok. 
Where  such  stores  are  very  valuable,  such  as  gold,  precious 
stones,  etc. ,  they  would  probably  be  under  the  direct  charge  of 
some  principal.     See  Fig.  No.  Jo. 

On  the  left-hand  side  of  this  book  are  entered  all  the  goods 
received,  and  on  the  right-hand  side  are  entered  all  the  goods 
given  out  by  him. 

The  storekeeper  enters  the  necessary  particulars  under  the 
proper  headings,  and  from  the  entries  made  in  this  book  the 
Stores  Ledger  and  Cost  Ledger  are  duly  posted  up. 

The  Stores  Ledger  is  simply  a  ledger  wherein  accounts  are 
opened  as  required,  keeping  a  record  of  the  quantities  received 
and  given  out. 


Probably  the  best  way  of  keeping  records  of  Storf.s  or 
Material  is  to  use,  instead  of  a  Stores  Ledger,  form  shown  in 
Fig.  No.  68.  Wi  ere  the  stowfceeper  is  kept  he  arranges 
the»e  sheets  alphabetically  on  a  file,  one  for  each  line,  and 
enters  in  the  "  in"  column  the  quantities  of  goods  received 
from  his  day  book,  and  the  "out  "  column  with  the  goods  as 
given  out.  the  lialaace  showing  quantities  on  hand. 
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In  Kictories  No.  j  the  Material  received  can  be  charged 
niouthly  from  the  Material  Journal,  and  the  "ouf  column 
c«  be  credited  a,  the  Material  i,  given  out  to  the  department. 

When  goods  are  received  the  particular  account  is  debited 
and  credited  when  goods  are  given  out ;  the  balance  shews  the 
quantuy  on  hand  at  any  given  date,  subject  to  a  percentage  of 
waste  as  before  referred  to. 

This  system  of  keeping  track  of  Stor.-,  and  Materials  is  very 
useful.  I,  is  generally  found  more  advantageous  to  keep 
record  by  weight  instead  of  quantities  when  practicable 
An  instance  of  this  may  be  quoted  with  firewoo<l. 

It  used  to  be  invariably  the  custom  with  Merchants  to 
sell  firewood  by  the  cord  and  keep  records  by  quantity. 

Experience  shews  those  Merchants  who  adopt  the  .system  of 
recordmg  quantities  of  firewood  by  weight  that  it  is  much 
better.     The  same  could  be  illustrated  in  many  ways 
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The   ..en,   ■  S>ore,."  '-f  co.,r>e  c„„  be  „,a.lea,cxpa„.ivea, 
..re.  :„,„«,  consist  of  Merch«,u,i«    n„U    Ra.   Materia, 
d   u„„er,  „  „,„  a>son„.eri.e,.,s  which,  .hen  the,  are  use  1 
".ay  1«  rharKe.1  to  „  Knc.ory  Kxpense  Account 

vahn.  'l    ,"T  "T""'  "■'  ■^"'^^''-P«''^  "■">•  'o  .nUe  charge  of 
h.al>.e  tooK  whK.i   ,.re  kept  duck  of  by  the  workn.an  KiWng 

his  niinilwr  thereon. 

By  referring,  to  the  Cost  U.lger  Accounts,  it  will  be  seen 
.hat  provMon  ,s  n.a.le  for  ch  ,r«ing  each  job  with  the  ,ua„tity 
and  value  o  Materia,  nse,.  in  the  manufacture  thereof, 
some  cases,  for  instance  in  the  manufacture  of  jeuelrv.  which 
re.,u,res  careful  and  highly  skille,!  work.  i.  is  comparatively 
.asy,  though  to  record  the  t,„,e  may  be  n.ore  U„„cu,  ,  but  i 
other  jobs  ,t  ,s  often  not  so  easy  or  advisaM.  ,„  attempt  to  <lo 
^.  Supposing  that  the  job  consi.-ted  of  a  dozen  planing 
maclnnes-probably  in  acase  like  this  the  l.st  plan  J„,u     ' 

^nished,  and  then  to  charge  the  job  wiM,  the  Material  in  pro 
portion  to  the  number  made.  ^ 

A   further  ,,ues,ion  then  arises  when   Raw   Material   or 

Merchandisetaken  from  the  Stores  comes  largely  intomiestion 
.  twhatco.stis.o   be   put    in.     Ra.    Material    is   subjectT^ 

fluctuation  during  . he, ear,  and  con.se.,uently  if  an  a  temp 
weieniade  to  earmark  anyparticular'.lof  and  ,o  folio"  i 
through  into  themanufacured goods,  wes,  ,u,d  find  that  ....se 
goods  were  marked  at  different  prices  at  different  periods. 

This  would   for  many  reasons  be  unsatisfactory,  and  con- 
«queutly^.he  proper  method  is  to  6x  the  price  of  Ra.  Material 
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from  previous  experience,  at  the  time  being  guided  by  the 
state  of  the  Market.  It  Raw  Material  should  be  sold  direct  at  a 
profit,  such  profit  must  be  recorded  ar  the  time  of  sale. 

Unquestionably  the  succe.ssful  Manufacturer  niu.st  knonr 
how  to  buy  well,  and  always  watch  his  Stores  Ledger  to  see 
what  goods  want  replacing  or  replenishing,  and  we  find  that 
Manufacturers  as  a  general  rule  do  not  find  it  profitable  to 
buy  in  too  large  quantities  as  it  is  difficult  to  obtain  an  advant- 
age corresponding  to  the  outlay  of  cash  and  other  risks 
incurred. 

It  may  not  be  out  of  place  here  to  observe  that  profits  made 
by  an  increase  in  values  of  the  Raw  Material  should  not  be 
taken  into  consideration  until  the  sale  is  effected.  Some 
Manufacturers  seem  to  like  to  show  a  profit  to  the  factory,  by 
buying  their  goods  from  the  factory  at  a  certain  figure  instead 
of  charging  the  goods  to  Manufactured  Stock  at  what  they 
cost,  but  we  do  not  recommend  this  cour.se  as  a  practice.  In 
dealingwith  factories  under  Class  2,  where  goods  are  turned  out 
in  large  quantities  and  in  one  class  as  explained  in  the  chapter 
on  Wages,  it  is  only  practicable  to  obtain  the  cost  of  the  various 
processes  as  a  general  rule.  When  each  manufactured  pro- 
duct is  completed,  a  careful  record  mu.st  be  kept  of  the  quan- 
tity turned  ou.,  and  its  cost  ascertained.  By  keeping  records 
of  the  Raw  Material  coming  in,  the  quantities  used  in  the 
factory  and  the  output,  the  component  parts  of  the  manufact- 
ured articles,  viz  : 

The  Labor, 
The  Material, 
The  Factory  Expenses, 
can  readily  be  obtained. 

The  term  "output' '  here  used  means  the  work  fintjied  by 
any  department  in  a  given  period. 


Material. 
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In  the  Chapter  on  Special  Books  used,  Forms  of  Purchase 
ourna  s  ,vere  .Ken      As  was  there  mentioned  (See  pa,:  No 

Materia.  <«;  '  "         '"^'°""  """^  ^'^^^  ''  -'— »  '"« 
Material  as  ,t  comes  una  the  factory  is  charged  direct  ,o  the 

job  for  „h.ch  it  wasordered,  under  the  account  •■  Cost  zl^Z 

Account,  and  then  entered  in  the  Cost  Ledger  ,-  or  if  on" 

Stores  ,t  .scharged  to  ■■Stores  Accounf  in  the  General Ledgr 

and  detailed  in  the  Stores  Ledger.  ^ 

Now  for  factories  coming  under  hea.ling  Class  2.  we  do  not 
orms  of  Purchase  Journal  Figs.  No.  6  and  7. 

Fig  No.  6  provides  for  all  the  Material  purchased  bein. 
recorded.  The  total  of  the  invoices  will  give  fhe  tot!  alu  „ 
the  Material  bought  for  the  week  or  month.  The  totals  of  the 
sub  columns  will  give  in  addition  ,he  details  of  L" 
Matenals  consist  of_,he  total  quantity  of  each  kind  and  ^^!L 
th    average  pr.ce  per  unit  of  each  class  can  then  readily  be 

«.n  be  bought  of  various  qualities.  The  addition  of  ■■Sugar"' 
columns  «.l,  g,ve  total  number  of  lbs.  and  cost,  when  ajage 
pnceperlb.  can  be  obtained.     As  a  general  rule  when  .hi 

Sugarcomes  .ntothecostofalot  of  goods  manufactureditvS 
besufficenttovalueitatthisaveragepriccasjust  referred  to. 
Fig.  No  7  provides  a  Journal  for  goods  other  than  Raw 
Material  and  requires  little  explanation. 

Fig.  No.  ,,  is  a  record  shewing  the  quantities  of  ■  'Material 
used  m  manufacturing."  "teriai 

sheet,  handed  ,n  by  the  foreman  of  each  shop  or  departmem. 
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This  daily  report  shows  the  quantity  of  goods  manu  factured , 
and  the  quantities  of  Raw  Material  usud.  The  forms  to  be  used 
must  be  prepared  for  the  factory  so  as  to  be  suitable,  but  they 
must  be  as  simple  as  possible.  In  dealing  with  workmen, 
where  you  want  information  recorded  by  them,  provide 
questions  to  be  simply  answered.  But  care  has  to  be  taken 
that  the  quantities  used  are  not  guessed  at.  The  quantities 
manufactured  or  the  output  must  be  verified  by  the  (luantities 
received  into  the  warehouse— 
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Fig.  No.  22shewing  'Goods  Manufactured"  is  also  entered 
from  above  daily  reports.  By  carefully  adding  up  quantities 
in  these  Journals  and  posting  totals  in  the  Stores  Ledger  the 
quantity  on  hand  of  any  given  kind  of  Material  can  be  readily 
checked  when  processes  are  being  recorded. 

There  is  a  point  here  which  is  worthy  of  attention  and  it  is 
this— It  often  happens  th."*.  Material  has  liecn  given  out  for  a 
special  job  or  process,  when  a  "rush  order"  corner  along.  The 
foreman  happens  to  be  short  of  the  Material  required,  but 
notices  thaMt  is  similar  to  the  Material  u.s«d  on  a  fpecial  job 
above  mentioned,  which  job  he  stops  for  the  time  being,  the 
Material  being  used  for  the  "rush  order. ' '  Now  care  must  be 
taken  that  the  Material  is  changed  to  the  ■'ru>h  order"  and 
the  former  order  cancelled,  or  amount  of  Material  diverted 
therefrom  and  deducted  from  the  voucher  recording  same. 
Jobs  are  often  twice  thus  charged  with  Material  owing  to 
changes  being  made  after  the  vouchers  had  l>een  filled  out. 

Where  parts  are  required  or  Stores  wanted  for  any  job  or 
process,  a  voucher  should  alwa>  s  be  marie  out  for  the  same,  to 
enable  such  Stores  to  be  properly  charged  ;  such  voucher  .should 
■when  practicable,  be  signed  by  the  foreman  or  other  responsible 
officer,  and  it  need  har.lly  be  mentioned  that  waste  in  Material 
is  fatal  to  big  profit.s.  In  some  factories  it  is  very  often 
observable  that  Stores  are  left  lying  about  and  consequently 
later  on  are  lost .  Let  the  men  be  trained  to  consider  that  such 
Stores  are  not  only  a  few  nails  c  r  hammers  or  nuts  etc. ,  but  ate 
dollars  and  cents  lying  about,  and  con.'equently  want  picking 
up  and  putting  in  their  proper  place.  Again,  it  is  very 
important  to  be  able  to  see  how  your  men  are  working.  Take 
as  an  illusttation  the  veneering  of  piano  cases.  By  keeping  a 
record  of  your  veneer  you  can  ascertain  the  number  of  cases 
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turned  out  from  a  given  (|tiantity.  Similarly  with  leather, 
cloth,  cardboard,  etc.,  unless  close  watch  is  kept  there  ore 
workmen  who  will  waste  a  lar^e  percentage  of  Material  as 
compared  with  others.  Records  once  tstalili-hed,  as  rigards 
<|Uantities  u.^ed,  are  expected  to  be  maintained.  With  Raw 
Material  steadily  increasing  in  jmce  it  follows  that  more  and 
more  must  tlie  wasle  l>e  curtailed.  A  few  years  ago  a  little 
more  or  less  veneer  or  lumber  used  was  not  important,  but  it  is 
different  now. 

By  the  same  reasoning  our  forefathers  when  manufacturing 
had  large  margins  of  profit  to  work  on,  and  did  not  reciuire  to 
figure  closely. 

Some  Manufacturers  of  old  standing  seem  opposed  to 
keejiing  records  and  Cost  Accounts,  but  they  are  apt  to  forget 
that  probably  thtir  succtss  has  been  and  is  largely  due  to  their 
own  marked  skill  and  individuality,  and  looking  after  all 
details  themselves. 

Modern  factories  to  be  successful  have  to  produce  in  ■■uch 
large  quantities  that  the  individual  supervision  in  lieu  of 
written  records  1)ecomes  too  costly.  It  goes,  of  c  urse,  without 
saying,  that  the  better  the  foreman  is  the  better  work  and 
more  profitable  will  hi~  shop  turn  out. 

When  each  foreman  knows  what  work  his  department  turns 
out  niomhly  and  the  co.^ts  thereof,  it  is  an  incentive  to  him,  if 
he  i>  a  first-class  man,  to  mininii-;e  waste  in  every  d'oction. 

Now,  "Time"  is  as  important  as  Material,  in  that  it  must  not 
be  wasted,  not  only  with  time  workers  but  piece  workers.  Care 
not  only  has  to  be  taken  that  workers  do  not  waste  or  idle  their 
time  over  the  work  given  them,  but  that  there  is  alwavs  work 
for  them  to  do. 


A  factory  slioiihl  iihva\ s  ciukiuor  to  kcip  .ill  tlu-  haiul> 
tnjployed  busy. 

Tht  following  iiistaiict-  \\  ill  sIiliv  liow  tlit.-  kiipin^;  Cost 
Accounts  acts  ii]«iii  forciiicii,  ami  the  illustration  jjivcii  is  an 
actual  fact  : 

A  price  liad  Ix-'tn  fixed  for  making  certain  articles,  ni«)n 
wliich  a  nunibtr  of  ^'irls  were  workiiiK.  At  the  end  of  the 
fortnight  the  management  noticed  that  these  K'irls  liad  only  a 
small  amount  coniinn  to  them.  KiKpiiry  was  made  and  it  was 
found  th.at  the  ])rice  paid  was  fair  enough,  hut  that  the  «irls 
had  not  sufficient  work  prepared  for  them.  The  manajjenient 
tliereuiwn  paid  the  girls  what  they  considered  a  fair  wage  and 
charged  it  to  the  dcpiinment,  thus  raising  the  Cost  of  the  work 
actuall>-  done.  The  following  fortnight  there  was  no  difficidty 
as  the  fore-nan  hac'.  taken  care  that  there  was  plenty  of  work 
given  out.  v\'e  know  in  a  New.spaiK-r  Office  the  call  there  is  at 
times  for  "copy." 

In  rjucluding  this  Chapter  on  Material,  the  Stores  Ledger 
as  recommended  is  admitted  by  most  Manufacturers  to  be  most 
useful,  but  too  expensive  a  luxury.  It  is  strange  how  men  will 
pay  their  clerks  salaries  to  keep  charge  of  their  cash,  but  the 
Materials  can  lie  round  with  no  one  in  charge  of  then..  If  an 
Accoiuitant  were  to  advi.se  his  client  that  it  was  unwi.se  to  leave 
large  sunn  of  money  for  everyone  to  take  a  few  cents  when  he 
felt  disposed  he  would  he  laughed  pt  ;  and  yet  when  the 
Accountant  urges  the  importance  of  exercising  a  similar  \igil 
over  Material  and  Stores  he  is  met  with  the  cry  of  "  but  the 
exjiensc. ' '  The  Merchant  employs  a  lad  to  look  after  his  petty 
cash  and  instructs  a  responsible  clerk  to  carefully  check  all  the 
lad's  receipts  and  disbursements,  and  this  is  'piite  right,  and  yet 
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a  man  to  look  after  all  the  Material  and  Stores  use<l  would  cost 
as  nn  exjiense  little  more.  It  would  \x  interesting  to  note  the 
comparative  values  of  the  two  interests  to  the  Manufacture' 
and  the  amounts  to  Iw  saved  or  lost  in  eacli  respective  depart- 
ment. 

Depend  upon  it  if  the  value  of  the  Material  was  look«l  after 
item  b\-  item  all  through  the  year,  a.s  it  is  looked  to  in 
preparing  Inventories  for  the  Balance  Sheet,  when  big  as.sets 
are  wanted  to  help  the  profits,  these  profits  would  he  larger 
and  not  require  such  help  as  writing  up  the  Stores  as  li'ghly  as 
possible  when  stock-taking,  which  is  unfortui.jtely  too  often 
done. 


CHAPTER  VI 


FACTORY  EXPENSKS. 

FOR    FACTOKIHS   COMING   I'NIIHR   CLASS   I. 


Ill  the  last  two  Chapters  we  have  dealt  with  two  iiiiportniit 
factors  ill  ll.t;  prime  cost,  vi/. ,  Wages  and  Material.  The  third 
factor  is  Workshop  or  Factory  Exjienses.  and  the  object  in 
this  Chapter  is  to  endeavor  to  explain  how  this  item  is  to  be 
distributed  or  apportioned.  Whether  this  cost  has  to  1*  dis- 
tributed on  a  bulk  job  or  to  an  individual  item  the  principle 
remains  the  same,  and  to  enable  any  cost  to  be  ascertained  or 
any  correct  e.s»'mate  made,  some  basis  must  lie  established 
which  is  as  accurate  as  pos.sible.  Ii  we  consider  the  whole 
year's  expenses  there  is  little  diHiculty  in  establishing  a  iwr- 
ccntage  compari.son  with  the  amount  of  sales,  the  value  of  the 
Material  employed  therein  or  the  Wages,  but  the  difficulty 
arises  in  making  use  of  the  percentage  in  any  single  job, 
because  we  have  to  consider  that  the  fi^urp  obtained  at  the 
end  of  the  year  shew  the  total  result  and  any  percentages 
obtained  art;  only  average  ones,  but  none  the  less  useful  foi" 
purposes  of  comparison  from  j  ;ar  to  year. 

Taking  a  single  job  upon  which  we  wish  to  make  an  esti- 
mate, wt       ve  two  known  factors  which  we  can,  by  our  past 
experience  and  statistics  recorded,  obtain  fairly  accurately,  vi:'.., 
t76j 
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\Vn«is  and  MaUrial.  \\V  liavt  to  \  aliic  this  lliinl  factor,  viz. ; 
WiirkslKip  Ivxiiiiists.  Cirtainly  wt  can  Kit  Ihi' aviraRe  i«r- 
cfiita«i'  t'rotn  tlic  yiarly  totals,  and  \m-  liavc  tin-  clioicf  of  thin 
takinK  thi-  iK-rctntngi-  on  the  Wanes  or  Matirial.  or  on  Iwth 
mtnlani'il.  Let  ns  first  consider  llie  rusnlt  when  taken  from 
tile  Material. 

SnpiKisiiin  the  sales  for  the  |)iriod  ainonnt  to  $100,000  : 
the  .Material  $jo,.x)o  ;  the  Wayes  i)aid  $40,0  -o  :  the  Factory 
HxiXMises  Sfio.ooo,  and  the  Gross  Profit  S24,c»o. 

Now  the  Factory  lixpeiises  ,vonld  lie  6     of  the  Sales. 

20     of  the  Material. 
157,  of  the  Wages. 

Taking  the  Expenses  ratio  upon  tlie  .Material  then  in 
estimating  one  job— if  the  Material  is  valued  at  Sioo.oo  the 
Expenses  would  he  Sjo.oo,  or  20  '  im  value  of  Material  ;  the 
Wages  having  been  calculated  at  J.Sooo,  the  Prime  Cost  wimlil 
then  he  5200.0c.  Now  supposing  the  same  job  is  lieing  e.-ti- 
nialed  n|x)u,  but  with  a  more  exiKusive  .Material,  all  the  other 
conditions  being  the  same,  vi/.,  reiiuiriug  no  more  supervision 
or  labor -say  Material  costing  $200.00,  than  the  Exiwnses 
wouhl  Ix-  $40.00,  viz.,  2o  on  value  of  Material  and  I,alK)r 
$80.00- Prime  Ci:si  would  then  lie  S320.00,  instead  of  merely 
.shewing  the  $100.00  increase  as  it  clearly  should.  It  re<|nires 
only  a  little  reasoning  to  shew  that  the  Material  cau:i.)t  !« 
reliiHl  upon  as  a  basis. 

We  then  come  back  to  ' '  Wages  "  as  a  basis.  The  question 
then  arises,  should  we  tcke  the  comparison  from  the  luiniber 
of  hours  worked  or  from  the  value  paid.  l'iiquestionabl>  if 
we  could  nniformly  emiiloy  the  same  class  of  labor  and  fixed  a 
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»lnii.|.iril,  «o  that  wc  couM  say  tlii.-  Wnm,  fi,r  tin-  year  np'v- 
siiitul  simiaiiy  staiidaril  lioi,  ,  it  woiild  l,i-  iln'  ln>l  Imt  .w 
things  arc,  witli  pirliaiw  apprenticis  workiiiR  on  (an-  jdIi  and 
liiKliflas^  men  (in  ani)tliiT,  it  i«  tlnr  tliat  suih  a  liasi  ,v<iuld  lie 
untrue  niliss  «i:  timk  the  apppnticis'  time  as  standanl  and 
callvil  some  men's  time  two  honrs  for  one  of  anntlier's,  wliicli 
poulil  lead  to  mdless  complieatiotis.  The  on  I  praclicalile  ivay 
stems  to  lie  to  take  the  value  or  cost  of  the  \\  a«es, 

Now,  comparing  al«ve  illiistralions.we  find  under  Material 
as  a  liasis  ; 

Mati-rial  $100  00 

Labor  80.00 
Factory     1 

ICxpenies  1  '°°° 


Material 

$JOO.CX1 

Labor 

80.00 

Factory     1 
Kxpenses  s 

40.00 

Prime  Cost        S200.00         Prime  Cost  ,-,20.00 

Calculated,  however,  on  what  we  consider  the  truer  liasis 
we  have— 


» 


Material  $100.00 

Lahor  80.00 

Kactorv  I 

ExiH^nses  ,      "■°° 

Prime  Cost  $192.00 


Material 

S-oo.oo 

La!)or 

80.00 

Factory 

) 

Exiienses    I       '■'■"" 
Prime  Cost       $292.00 


The  increase  in  the  Cost  of  tlie  Material  does  not  itself 
demand  an  increase  in  the  jiroijortion  of  Factory  ExiK-nses 
though  it  nnist  be  liorne  in  mind  in  considering  the  selling  price, 
as  naturalh  some  extra  profit  is  looked  for  ;  but  what  we  are 
considering  here  are  not  the  profits,  but  how  to  arrive  at  the 
Prime  Cost. 


78 


MANUFACTtinEKS'  ACCOItNTS. 


The  fixing  of  a  percentage  of  what  is  to  be  charged  to 
Wages  is  sometimes  opposed  by  Manufacturers  on  the  following 
grounds  :  That  selling  prices  of  certain  lines  are  fixed  by  com- 
petition or  by  the  Trade  generally,  and  that  on  these  lines, 
which  are  usually  cheap  lines,  they  cannot  charge  the  same 
proportion  as  on  other  lines  which  yield  a  good  profit. 

Here  is  an  illustration.  A  firm  turns  out  a  number  of 
"  goods"  which  are  sold  very  cheap — in  fact,  this  line  of  goods 
is  sold  at  the  same  low  figure  by  the  trade  generally. 

What  do  these  goods  cost  ? 
Material, 
I<abor, 
Factory  Expenses. 

Now,  it  is  contended  that  though  the  labor  on  these  goods 
is  cheap,  that  the  Expenses  must  not  be  charged  on  it  at  the 
average  rate,  as  the  machinery  employed  represents  only  a 
small  amount  of  Capital  as  compared  with  other  goods  manu- 
factured. Now,  of  course,  we  admit  that  calculating  the 
Expt  uses  at  so  much  per  cent,  on  the  labor  we  are  only  arriving 
at  an  estimated  result,  but  just  consider  what  it  means  if  every 
machine  employed  in  the  factory  has  to  be  considered.  What 
calculations  would  have  to  l)e  made.  Certainly  it  might  be  that 
in  certain  factories  certain  modifications  have  to  be  made  as 
regards  special  machinery,  and  it  is  very  clear  that  each  factory, 
if  it  wishes  to  establish  a  true  basis  upon  which  to  fix  this 
important  charge— a  basis  so  necessary  to  know  when  estimat- 
ing the  cost  of  a  given  job — must  carefully  record  these  amounts 
so  estimated,  and  see  that  their  total  agrees  with  the  amounts 
actually  expended  at  the  end  of  any  given  period.  See  page 
No.  44. 
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Nowafterall  what  is  the  position.  The  objection  is  usually 
only  made  when  considering  such  lines  as  the  cheap  goods 
already  referred  to.  Supposing  after  all  that  these  goods  must 
bear  their  share  of  the  Expense,  what  are  the  facts  if  it  is  true 
that  they  cannot  stand  being  charged  with  Expenses.  They 
must  be  summarized  as  follows  : 

I  St.     That  these  lines  are  being  sold  at  a  loss. 

2nd.     That  possibly  this  loss  is  and  might  be  charged  to 

advertising. 
3rd.     That  competition  has  fixed  the  price. 

It  seems  reasonable  to  think  that  if  Manufacturers  generally 
admitted  that  such  cheap  goods  were  being  sold  at  a  loss,  that 
they  should  meet  together  and  establish  some  basis  which 
would  rectify  what  seems  an  absurdity. 

For  one  Manufacturer  to  sell  a  line  at  a  low  figure  to  get 
business  is  comprehensible,  but  when  this  becomes  the  trade 
price  there  is  no  advantage  gained  by  anyone,  but  on  the 
contrary  all  are  losing  money. 

Our  object  in  making  these  remarks  is  to  shew  that,  be- 
cause the  Prime  Cost  as  arrived  at  is  actually  more  than  the 
sellingpriceof  a  particular  article,  it  does  not  necessarily  follow 
that  the  method  of  valuation  is  incorrect,  but  it  may  equally  as 
well  shew  that  that  article  is  Iwing  sold  too  low,  or  in  other 
words  at  a  loss. 

Manufacturers  should  and  always  will  compete  for  business, 
but  some  method  also  should  be  arrived  at,  .so  that  goods  need 
not  be  sold  below  Cost. 

The  Management  Expenses,  or  as  they  are  sometimes  called 
Fixed  Charges,  do  not  vary  so  much  with  the  sales  as  do  the 
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Workshop  Exi>enscs.  There  is  usually,  however,  a  minimum 
amount  at  which  these  Expenses  can  be  maintained  when  the 
factory  is  running,  and  there  requires  neces-arily  a  certain 
amount  of  sales  to  be  made  if  profits  are  to  be  satisfactory. 

Theoretically  the  sales  are  based  on  the  Cost,  but  in  most 
cases  there  is  a  trade  price  or  value  which  regulates  the  selling 
price. 

The  ratio  of  Expen.ses  decreases  as  the  volume  of  business 
increases,  and  therefore  when  business  is  slack  it  is  often  more 
profitable  to  increa.se  the  sales  at  a  small  profit,  for  the  sake  of 
lowering  or  maintaining  a  proper  ratio  of  Expenses  on  the 
business  done. 

On  much  the  same  line  of  argument  do  the  departmental 
stores  slaughter  the  remainder  of  a  line  of  goods,  when 
sufficient  has  been  sold  to  return  a  fair  profit  op  the  outlay  or 
Cost, 

This  is  admittedly  a  most  difficult  question  in  Cost 
Accounts,  viz,,  that  of  correctly  distributing  the.se  Expenses 
In  some  trades  the  method  recommended  would  not  apply  at  all, 
and  the  proper  ratios  to  adopt  would  have  to  be  ascertained  by 
a  series  of  experiments,  and  from  the  Cost  Sheets  them'elves 
for  a  given  period,  until  the  proper  average  for  the  particular 
bu.siness  has  been  ascertained. 

FOR   FACTORIES    COMING   UNDER    CLASS   2. 

Under  this  class  there  is  little  difficulty  as  all  that  has  to 
be  done  is  to  charge  these  expenses  for  the  period  being  dealt 
with. 

Under  the  Chapters  on  Wages  and  Material  we  saw  how  to 
find  out  the  Wages  paid  and  the  Material  u.sed  for  the  period,  so 
if  we  add  to  them  the  Expenses  for  the  same  period,  we  obtain 
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the  Primu  Cost  of  the  "Ooods  Maiuifacttired."  It  of  course 
may  be  necessary  to  a.ljust  a.ul  allow  for  partly  manufactured 
goods,  but  for  the  purposes  of  the  monthly  statement,  the  actual 
output  of  soods  completed  will  often  suffice,  as  the  average  re- 
sults thus  obtained  would  be  sufficient  guide  and  afford  infor- 
mation which  would  shew  the  Manufacturerif  the  returns  were 
satisfactory  or  not. 


PART  II. 
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CHAPTER  VD. 


COST  ACCOUNTS  KOR  BOII.ER  AND  ENGINE  MANT 
FACTURERS  AND  CONTRACTING   ENGINEERS. 


FACTOR  V  COMINC  UNDER  CLASS  I. 

We  have  chosen  in  this  Chapter  the  business  of  Manu- 
facturing; Engines,  special  Machinery  and  Boilers,  as  probably 
being  better  adapted  for  the  purposes  of  illustration  than  some 
others.  W^  are  not  atteni;  .ing  to  present  a  full  set  of  accounts, 
shewing  both  Commercial  Ledger  and  Cost  Ledger,  with  Trial 
Balance  and  Final  Balance  Sheet  and  Profit  and  Lo.ss  Account, 
as  the  space  allotted  will  not  admit  of  our  going  so  fully  into 
the  accounts. 

We  therefore  will  only  take  up  the  main,  and  what  appear 
to  us  the  most  important  books  and  Ledger  Accounts,  and 
endeavor  to  shew  how  they  are  affected  by  the  various  entries 
made,  and  also  illustrate  by  them  the  application  of  the  princi- 
ples laid  down,  and  try  to  shew  how  easily  they  can  be  adapted 
to  any  manufactory  coming  imder  Class  i. 

Some  argue  that  a  sy.stera  of  Cost  Accounts  means  dis- 
arranging the  present  books,  and  general  inconvenience  all 
round  while  they  are  being  introduced.  That  this  is  not  so 
we  will  illustrate  as  follows  : 
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Take  Fig.  No.  23  as  being  the  Balance  Sheet  of  the.Manu- 
facturer  in  question. 

INDUSTRIAL  WORKS,  TORONTO. 
J.  A1NI.EY,  Proprietor. 
Balance  Sheet,  31st  December,  1901. 

For  convenience  of  reference  each  item  on  this  Balance 
Sheet  has  been  numbered,  and  we  have  also  put  in  as  few 
accounts  as  possible,  and  have  assumed  that  the  Manufacturer 
had  plenty  of  capital  ana  neither  gave  nor  received  promis.sory 
notes. 

The  Balance  Sheet  shews  the  accounts  as  they  would  appear 
at  the  beginning  of  the  trading  and  manufacturing  period .  As- 
suming, then,  that  this  Manufacturer  had  hitherto  kept  no  Cost 
Books  and  now  Ov  sired  to,  the  first  step  to  be  taken  is  to  trans- 
fer to  the  Cost  Ledger  the  unfinished  Manufactured  Stock— - 
item  No.  8  on  Balance  Sheet,  detailed  as  followed  : 

Labor        $4,742.00 

Material      4,070.00 

Expense      1,188.00 

$10,000.00 
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cost  accounts  fob  boiler  manf lactukeks,  etc. 
Fig.  No.  23. 

BALANCE  SHEET  31st  Deckmhkk,  1901. 
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Cr*'<lit<»rc,  on  (  I|k'I1    (■cuiint 1 

"  \Vii){eH  tllU' - 

Rt'Vt'iiut' HctHumt,  Pntvii'iii,,  for  ImW  imii  3 

clnllli(ful<ll'lltll 

ThoiiiuK  .\inlfy,  lVn«mal  acnmitt 

"  C'lll.ital  m-niuut 4 

.VSSETS. 

Cash  Mil  IIbikI.  IVttv  {'twh --t 

OtH.v' 1-V) 

llank MKH) 

DeMoiT,  OiM'ii  aircmnt tj 

St4»reK,  Slatfrial  all  kimlf 7 

Partially  C'onuilfttMl  Work « 

Finif»ln'il  Stock ii 

Krwhiilil    Unil jil.i.lHKI  i> 

HuililiiiK^  thereon 2.'),()*X1  I:t 

I'lait anil  Machinery _"'■•"*'  •■• 

Patent  Tubular  Iliiiler.  'i  years  to  run.  .  !.'> 

Patterns  and  Urawinns. . .' Uj 

Olliee  Furniture I" 


.■i,17."> 

i.i.nno 

S.(X)() 
lO.OM) 
I.IHX) 


l.-.,(X»l 
.%(KX) 

amtn 


14,1)00 

i.sno 

:)(io 

l.imo 

14.i..i7.'i 


?u»:;,<i7.'> 


*!'S,li7.T 


We  will  first  open  an  account  in  our  Commercial  Letlger 
and  call  it  "  Cost  Ledger  Account,"  using  the  form  shewn  in 
Fig.  No.  9. 

We  will  further  assume  that  these  jobs  have  been  properly 
entered  up  in  the  Cost  Ledger.  We  have  not  .shewn  these 
entries  in  detail,  as  it  will  be  sufficient  to  follow  one  order 
right  through  as  an  example,  and  then  show  how  the  various 
books  are  closed,  summarised  and  finally  brought  into  the 
Financial  Statement. 

The  business  carried  on  in  establishments  of  the  kind  we 
are  about  to  discuss,  is  the  building  of  Stationary  and  Marine 
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Steam  Engines  of  all  tyjies,  Sttam  Bi.ilers  of  all  kinds,  and 
Machinery  for  any  special  piiriJOse  ilesire<l.  Machinery  of  this 
kind,  especially  if  of  lar^e  size,  is  not  kept  ready  in  stock,  l)Ht 
is  usually  built  to  oriler,  in  accordance  with  plans  and  speci- 
fications furnished  by  the  buyer  in  some  cas?s,  in  other  cases 
they  may  be  furnished  by  the  enRineerins  firm  tendering  for 
the  building  of  the  Machinery  desired. 

We  will  then  pass  a  Journal  entry  : 

Coit  Ledger  Account  Dr.  $10,000. 

Wages  $4,742 

Material  4,070 

Expense  1,188 

To  Cr.  partially  completed  work  $ib,ooo 

In  order  to  close  the  latter  account  as  opened  in  the  Manu- 
facturer's Ledger. 

See  Balance.Sheet,  Fig.  No    23 

The  "Order"  then  we  propose  to  deal  with  is  as  follows  : — 
Mr.  J.  Williams  has  ordered   an    Automatic   Ve.-tical 
Engine,  5x6,  particulars  of  which  are  as  under  : 

AatoiiiatiL'  Vertical  Kii^rini',  .')  x  t>  I'vlniiliT  .1  in  diaiiietiT, 
(i  inch  Htrokc,  cyiimler  lubricator,  all  oil  cui*  ami  wrcnclifH, 
Kovcrnor  and  pulley  fly  wheel,  conii>lct«l  an  [ler  xixH'ifli'a- 
tion  No.  X . 

The  next  diagram.  Fig.  No.  24,  will  shew  the  order  No. 
duly  entered  up  in  the  Cost  Ledger,  it  having  been  completed. 
Instead  of  following  up  the  order  step  by  .step  through  the 
various  shops,  we  have  chosen  to  take  it  at  this  stage,  and 
refer  back  to  its  component  parts  or  costs  snfi.:ient!y  in  detail 
to  make  the  whole  process  clear. 
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Well,  tlieii,  from  the  accmmt  iKfore  iis  wc  fiiul  that  it  is 
divided  into  three  njain  parts,  two  of  which,  Lalxir  and 
Material,  are  ix>!>ted  np  from  other  sources,  and  a  third  part. 
Workshop  Expenses,  which  is  estiniatec'  ^x)n  the  atnonn*  of 
the  Cost  of  the  Lihor  upon  the  joli. 
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FlO.  No.  14. 

COST  LEDGER— Form. 
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Let  us  First  Tracb  Back  the  "  Labor." — Kijj  No.  25 
is  a  copy  of  James  Wilsou's  Time  Sheet  No.  7y,  from  the  5th 
Januaty,  1902,  to  18th  January,  1902.  We  note  from  this  sheet 
that  during  this  period  he  worked  constantly  on  two  joljs, 
No.  260  and  No.  288.  and  therefore  against  these  two  j' bs 
must  his  Labor.  30  hours,  costing  $6,  and  90  hours,  costing 
$18,  Ije  respectively  charged. 

On  referring  to  Fig.  No.  24  Wilson's  work  will  be  seen 
duly  charged  to  Older  No.  260,  being  the  last  item  posted  to 
Labor,  the  other  items  having  been  duly  posted  from  other 
workmen's  sheets, 

If  this  order  had  been  a  heavy  one,  instead  of  posting  the 
Labor  direct  from  these  workmen's  sheets  we  should  have  first 
sunmiarized  them  on  forms,  as  shewn  in  Fig.  No.  18.  and  re- 
ferred to  in  a  former  Chapter. 

The  reader  will  observe  that  Mr.William'sOrder  is  always 
referred  to  as  No.  260.  This  should  always  be  done,  not  only 
for  convenience,  but  because  it  is  not  expedient  that  the  em- 
ployees should  know  more  than  is  necessary  about  the  work 
they  are  engaged  on. 

When  all  the  charges  against  Labor  are  entered  it  is  useful 
to  summarize  the  details  for  future  reference,  and  to  show  that 
job  is  finished.  This  is  done  in  the  Cost  Ledger  Account. 
Again  we  refer  you  to  Fig  No.  24. 

If  it  is  desired  to  keep  cost  of  the  Machine  and  its  parts, 
including  patterns  and  drawings,  they  would  be  referred  to  as 
26op.,  26od.,  26o,'i,  260,2,260/3,  which  would  mean  26op., 
standing  for  No.  260,  patterns  and  so  on,  and  the  numbers 
referring  to  each  part  of  the  Machine  as  numbered  on   the 


44 


MANUFACTUREBS'  ACCOUNTS. 


Working  Drawings.  If  the  Machine  is  one  not  likely  to  be  made 
again  this  item,  "  Working  Drawings,"  is  charged  to  the  coist 
«f  the  Machine  ;  or  if  for  Machinery  that  is  likely  to  be  dupli- 
cated, half  cost  goes  to  first  Machine,  and  the  other  half  cost  is 
charged  to  patterns  and  drawings,  and  carried  to  the  Balance 
■Sheet  as  an  asset  subject  to  depreciation. 

Material. — Having  .shewn  how  the  Labor  has  been  re- 
corded against  this  Order  No.  260,  we  will  next  see  how  the 
amount  of  $37.2 1,  charged  a.uain.st  Material,  has  bee:i  arrivedat. 

First  of  all  we  will  reiterate  what  has  already  been  referred 
to  in  Chapter  on  Material,  that  all  Material  and  Stores  coming 
into  the  factory  must  be  carefully  entered  into  the  Purchase 
Journal.  By  reference  then  to  Purchase  Journ.U,  Fig.  No.  26, 
•we  shin  see  where  any  material  specially  ordered  for  this  job  is 
.entered,  and  we  find  there  item  $23.03. 

It  will  be  observed  that  Fig.  No.  26  is  a  reproduction  of 
•Fig.  No.  3  filled  in  to  suit  this  particular  business,  though  this 
,form  could  be  considerably  changed,  yet  the  principle  main- 
tained, which  is  to  so  keep  the  accounts  that  all  the  items  of 
cost,  viz.,  the  labor,  the  material  and  the  expenses  of  produc- 
-tion  are  duly  charged  to  the  articles  manufactured. 

In  most  factories  it  is  found  convenient  to  sub  divide  into 
.departments  or  shops,  and  where  this  is  the  case  a  record  must 
be  kept  of  the  work  done  in  each  department,  so  that  the  man- 
agement can  exercise  a  proper  supervision.  In  the  General 
Ledger  it  is  not  necessary  to  keep  notes  of  these  departments, 
nor  even  in  the  Subsidiary  books,  such  as  the  Cash  Book  or  the 
Purchase  Journal.  Let  us  .suppose  then  in  this  order  No.  260, 
iwhicU  we  ^te,lookin.g  into  .that  it  has  passed  through  several 
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shops.  As  regards  the  Prime  Cost  of  this  order  it  is  not  im- 
portant to  know  what  shops  it  has  passed  through,  and  so  we 
refer  to  the  Cost  ledger  Account  for  the  information  on  this 
point,  as  is  shewn  in  Fig.  No.  24,  page  89.  The  Summary 
Register  shewn  in  Fig.  No.  28  gives  us  the  result  of  the  work 
as  a  whole.  The  best  way  then  of  keeping  the  records  of  the 
departments  is  through  a  distributing  book,  the  total  columns 
being  made  to  agree  with  amounts  posted  in  the  General  Ledger 
Account,  whether  for  Wages,  Material  or  Expenses.  Referring 
back  again  to  Fig.  No.  26,  the  Purchase  Journal,  the  items 
there  entered  are  supposed  to  represent  the  transactions  of  this 
particular  manufacturer  for  a  period  of  six  months,  and  although 
they  are  here  given  in  totals,  in  actual  practice  they  would  be 
entered  daily  and  each  individual  account  credited  with  total  of 
invoices  bought. 

The  item  $1,737  65  credited  to  Stores  issued  is  charged 
$1,624  65  to  works  in  process  and  $1 13  to  Factory  Expenses, 
and  is  a  simple  Journal  entry  passed  through  this  book  for 
convenience.  When  Stores  are  bought,  except  specially  order; 
for  some  particular  order,  they  are  charged  to  Store  Account 
or  .some  similar  account  as  has  been  before  explained  ;  but 
when  Stores  are  used  on  account  of  ks  in  process  and  so 
recorded  in  Storekeepers'  Journal,  an  Entry  or  Entries  similar 
to  one  above  are  passed  and  Stores  account  duly  credited. 
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PURCHASE  JOURNAL. 


NAMK  Folio 


liivofcfN         Duty  and 
Freight 


Jan'y     s  1       A.  B.  A  Vn 


June      :hj 


Six  niuiithfi' 
traimuL'tiiiiiis 
ahuwu  ill  tiitnl 


7,9(1(1  (W  ,SOU  00 


97,923  (B  SSOOOO  «1.737lj5 


Acconiit  iiiGoneral 

Ledger 


COST   ACCOUNTS   FOR   Dolt.KR    MAXlKAfTl-HKIlS,   F.Ti'.        07 


PURCHASE   JOUKXAr,.-f„wi,„„W. 


Dutci        iMXltllTinN      .\<Tlit 
I„V„i,.;.  AM.  1„|„, 

'Jr.,sriTii>     .■liBii 


low 
J»"'y    1      Friinii» 

rho>l.  ("iiniiT 

'■a>.l  rrnn. 
Ii>j:ill,.r„   M,,.     N„ 


CIliirEerl 

siiiirlry 

Ar..)Hlil«, 
W.irfc.  ill 
IT-.v«.  vli-. 


;7i:i  uo         :i.]m  ijo  ?uh  ijo 


(Imrtrcd 

1  ImrKc'l 

f 'Imrircd 

'ifiitral 

arromit-. 

r.icii.rv 

Sinn-. 

Kxpense 

in  t'ost 

Ex<. 

AccnlnH 

Account 

Lf.lf{ei 

ill  •^iiiR' 

in  '(-■iifRil 

«n(l 

Accoiiiii 

ArTuiiiit. 

I,.My..r. 

'It'VHilfil  In 

in  Cifiifhil 

SMl>fildiarv 

UHljfer. 

Book. 

98 


MANUFAITURERS      ACCOUNTS. 


O 

o 


Hi  5  E  Li 
>  t-     it-  z* 


is 

OS 

o 

en 

a: 

w 
cu 

w 

Ui 

w 

Bi 

o 


I    |iiai¥l 


COST   ACCOUNTS   FOR    BOILER  MANUFACTl-BEHS,   ETC.       99 

The  other  items  are  taken  out  of  Stores  and  Stores  Journal, 
Fig.  J7  will  show  items  referred  to  being  fo-  Material  used  in 
Order  No.  260. 

At  the  end  of  the  month  or  week  the  total  value  of  goods 
given  out  will  be  entered  in  Purchase  Journal  to  the  Credit  of 
Stores  and  Debit  of  Cost  Ledger  Account,  thus  the  items  in 
Order  No.  260  will  pass  through  this  Journal,  but  not  in  detail, 
as  they  are  only  there  entered  in  detail  when  specially  ordered 
and  charged  direct.  Of  course,  when  the  Invoices  are  entered 
in  this  Journal  care  has  to  be  taken  that  they  are  properly 
marked,  and  Invoices  for  goods  or  materially  thus  specially 
ordered  would  not  be  entered  by  Storekeeper  in  his  Jojrnal,  or 
if  they  were,  would  only  be  entered  short  as  a  record,  as  he  is 
not  charged  with  such  materials,  though  they  might  pass 
through  his  hands. 

Where  there  is  no  Storekeeper,  records  of  Stores  should  be 
kept,  and  also  a  book  shewing  the  Stores  and  Material  to  be 
charged  to  Cost  Led  ger  Accounts  and  credited  to  Stores  Account. 
■These  entries,  it  will  be  noted,  are  dependent  of,  though  they 
are  m  harmony  with  the  postings  of  the  Commercial  Books. 

Further,  we  have  not  shewn  how  the  quantities,  etc.  u.sed 
in  this  Machine  have  been  arrived  at.  These  are  matters  of 
detail  which  practical  knowledge  and  the  facts  to  be  looked 
after  will  determine. 

The  main  points  in  regard  to  Material  are  to  see  that  prices 
are  correct,  extensions  correct,  and  al.so  weights  and  quantities. 

As  regards  the  Machine  Shop,  there  is  not  much  danger  of 
Material  charged  to  one  account  being  used  for  another,  as  the 
principal  Material  is  cast  iron  moulded  to  distinct  patterns  or 
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forms.  But  in  the  Boiler  Shops,  .stud  plates  might  he  iistd  on 
one  that  had  been  charged  to  another  ;  hnt  a  little  watchfulness 
on  the  part  of  the  foreman  or  clerk  having  this  in  charge  will 
probably  keep  this  in  check. 

Care  musi  be  exercised  to  see  that  more  Material  is  not 
received  by  the  foreman  of  any  d^jjartmenl  than  is  really 
required  for  the  Order  No.  to  which  it  is  charged.  The  effect 
of  this  is  to  probably  cheajien  the  cosi  of  some  other  article  by 
the  surplus  being  used  on  it,  and  not  charged  to  it,  as  for 
instance  say  that  loo  lbs.  of  /4-inch  nninil  iron  was  charged 
to  No.  .S5,  and  only  50  lbs.  used  leaving  50  lbs.  and  that  this 
50  lbs.  was  used  in  No.  105.  The  i  lt>s.  naving  been  cliarged 
to  No.  85,  and  the  50  lbs.  used  on  No.  105  not  being  charged 
to  it,  both  will  shew  false  co.st. 

Difficulty  may  be  experienced  in  charging  goods  from 
Stores  that  have  been  purchased  at  different  times  and  at 
fluctuating  prices.  If  there  is  much  of  this  the  best  way 
usually  is  to  take  an  average  price  for  the  ptriod  of  purchases. 
Say  bar  iron  has  been  purchased  for  6  months,  and  after 
examining  invoices  you  determine  that  25'  of  purchages  were 
at  $1.75  per  100  lbs.  50%  at  $2.co,  20%  at  $2.25  and  5''  at 
$300.     Then  take  1,000  as  a  basis  and  figures  as  follows  : 

250  lbs.  at  $1.75—$  4.87 

500  "     "     2.00 —  10.00 

200  "     "     2.25 —     4.50 

50  "     "     3  00—     1.50 

i.ooolbs.  $20.87 


therefore,  $2.08  per  100  lbs. 
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Turning  again  to  Cost  Ledger  Account,  Fig.  Xo.  24,  Order 
No,  360,  wu  find  the  job  completed,  and  costs  thereof  sunnnar- 
ised  at  foot,  .shewing  Cost  of  Manufacturing  sam  to  l)e 
S165.28. 

Kvery  order  as  it  is  completed  is  treate<l  similarly. 

At  the  end  of  each  month  all  these  completed  orders  are 
entered  into  the  .Monthly  i^ummary  Rcgi.ster.  See  Fig.  No. 
28,  wliich  shows  Order  No.  260  duly  entered  therein. 
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The  remaining  figures  in  the  Monthly  Siininiory  are  entered 
in  one  amount,  and  are  supposed  to  represent  six  months'  work. 
In  actual  practice  they  would  Ik  entered  separately.  Similarly 
the  otUer  entries  are  jrasted  in  the  books  as  six  months'  work. 

Xow,  to  close  this  Monthly  Summary  and  transfer 
amounts  to  the  Commercial  Books. 

The  addition  of  Columns  i-4-Total  of  Colunni  5. 

Columns  6-10  are  intended  for  the  inspection  of  the 
Heads  of  the  Firm,  conseiiuently  this  txxik  should  l)e  written 
up  by  a  confidential  man. 

As.«uming  this  book  to  be  added  up,  we  pass  the  following 
entry  through  Journal  : 

Manufactured  Stock  Dr.  $22,956.98. 

To  Cost  Ledger  Account,  $22,956.98. 
as  follows : 

Wages $10,703.65 

Material 9,276.54 

Direct  Expenses 298 .  38 

Estimated  Factory  Expenses...      2,678.41 

$22,956.98 

Reference  to  the  Cost  Ledger  Account  in  the  General 
Ledger,  Fig.  No.  29,  will  shew  these  entries  duly  posted. 
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The  Balance  at  Cost  Ledger  Account  will  now  represent 
Partly  Manufactured  Machinery, and  the  ExiK'nse  Accounts  and 
the  details  thereof  can  be  obtained  from  the  Cost  Ledge'  itself. 
The  next  step  is  to  balance  Expense  Account.  (Vide  remarks 
below.) 

We  have  now  shewn  the  entries  in  the  books  as  regards 
Cost  Accounts  for  six  months.  The  method  has  already  been 
explaine<l  in  Chapters  IL,  IIL,  IV.,  and  we  trust  that  read  to- 
gether the  principles  as  therein  explained  will  now  be  quite  clear. 

First  class  and  correct  work  demands  efficient  clerks,  and 
it  takes  time  when  any  new  or  even  change  of  sy.stem  is  intro- 
duced before  it  runs  snioothly.  The  results  obtained.  lurvever, 
so  fully  justify  the  trouble  that  it  is  well  worth  while  to  ir.si.st 
on  that  accuracy  in  details,  which  Cost  Accounts  lovk  for  in 
every  direction. 

Remarks  on  ' '  Cost  Account  "  in  the  General  Led- 
ger.— The  Ledger  Account  is  shewn  ruled  off  and  balanced  as 
on  30th  June,  1902.  This  balance  is  carried  forward  and  ex- 
plains itself.     (Vide  Fig.  No.  29.) 

A  little  study  of  this  account  will  show  that  it  is  merely  a 
collection  of  the  various  accounts  entering  into  Costs,  and 
brought  together  for  the  sake  of  convenience.  The  accounts 
could  be  kept  separately  if  convenience  required  it.  If  the  bus- 
iness were  divided  into  departments,  it  might  be  better  to  keep 
a  separate  account  for  each  heading,  subdivided  into  the  various 
departments.  In  modern  book-keeping,  however,  the  principle 
of  keeping  these  .sub-divisions  in  subsidiary  books  is  adopted 
with  great  advantage,  instead  of  increasing  the  number  of  bal- 
ances in  the  General  Ledger. 
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The  columns  are  iiumbcr  1  in  this  account  sinijily  lor 
convenience  in  referring  to  tht-  •.  mi  these  "  remarks." 

Column  No.  i  — Fa(.  :.;KV  WA<-.^.,s.  To  tliis  account  are 
charged  all  Wages  produc  :vc  iiul  un;irc  luctive.  The  total  of 
this  column,  less  the  bala.'  .  >  tl..  be^iuninR  of  tlie  period, 
shews  the  actual  amount  paid  for  the  si.x  months  under  review. 
It  is  here  noted  that  the  heading  Wages  does  not  cover  Salaries 
incurred  as  they  are  one  of  the  Kxiienses  of  distrilmticni. 

Column  No.  5 — Ou  the  credit  side  shews  how  these  Wage-; 
have  to  be  di.stributed.  The  fir^t  entry  $10,703.65,  is  trans- 
ferred and  charged  to  Manufactured  Goods  Account  as  pre- 
viously explained  ;  §1,500  is  carried  forward — both  these  items 
are  productive  Wages.  The  item  S'.Ji  1-25  consi-ts  of  unpro- 
ductive Wages  ;  .'o  it  is  transferred  to  Exix;n,ses.  (  \"ide 
Column  No.  4.)  This  amount  is  obtained  from  Cast  Ledger, 
Part  2.  where  the  various  Expense  Accounts  are  kept,  being 
posted  from  the  Wages  sheets.  Should  a  workman  be  working 
partly  at  productive  work  and  partly  at  unproductive  the  facts 
are  duly  recorded.  This  Wages  Account  should  balance  if 
the  Cost  Accounts  have  been  correctly  kept  and  tlie>'  can  be 
balanced  periodically. 

Column  No.  2,  M.\terial — This  taken  in  conjunction 
with  No.  6  should  now  require  no  further  explanation. 

Columns  Nos.  3  and  7.  Direct  Expenses.  —  The 
debit  entry,  $298.38,  is  posted  from  the  Cash  Book,  where  it 
was  entered  under  the  heading  "  Co.st  Ledger  Account  " — the 
credit  entry  is  posted  from  the  Summary  Book  totals. 

Columns  4  and 8.—"  Factory  Expenses"  and  "  Esti- 
mated Expenses."  —The  debit  entries  constitute  all  the  Fac- 
tory E.xpenses  for  the  period  and  are  posted  in  due  course  from 
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the  subsidiary  iiooks.  TIiu  crudit  entry,  $2,678.41  comes  from 
the  Summary  Book  and  the  entry,  S;,;,,,  is  the  amount  of 
Expense  estimated  from  the  summary  of  incompleted  work  at 
date  of  hahuice.  Now  these  hist  items  are  estimated  —and  if 
tlie  estimates  had  Iieen  exact  the  amount  wonld  equal  the  sum 
expended  on  Factor.v  Expenses,  By  reference  to  the  dehit 
side  of  the  account  we  see,  however,  that  the  actual  expenses 
amounteil  to  $3, 114, 25,  which  includes  tlie  Estimated  Expenses 
on  the  unfinished  work.  This  amount  $3, 1 14.25,  exceeds  the 
estimate  by  S60.84  whicli  is  therefore  credited  to  this  account 
to  the  del)il  of  Trading  Account.  In  our  business  we  have 
chnr^jed  25/;  on  Wages  expended  on  the  jobs— this  25  '  we 
have  assumed  to  be  a  normal  cliarge— as  however  it  has  proved 
a  little  too  low,  it  shews  the  work  turned  out  'has  been  less 
than  the  normal  output.  Tlie  student  is  again  referred  to 
Chapter  3  in  which  this  subject  is  discus.sed  as  it  is  (  ie  of  the 
most  difficult  to  settle  ;  that  is,  to  arri\-e  at  the  true  normal 
rate  to  be  charged. 

We  have  now  endeavored  to  explain  how  this  account  is 
closed  into  the  various  General  Ledger  Accounts,  which,  being 
the  usual  account.s  kept,  require  here  no  special  further 
explanation, 

This  business  has,  we  admit,  been  treated  in  the  most 
elementary  way  ;  but  our  whole  endeavor  in  this  book  is  to 
shew  as  clearly  as  po5.sible  the  principles  involved.  By  elabor- 
ating the  entries,  sub-dividing  into  shops  or  departments,  and 
presenting  a  mass  of  figures,  the  student  would  hardly,  we 
think,  have  learnt  more,  but  on  the  contrary  would  have  found 
it  most  difficult  to  trace  the  entries  through,  and  have  probably 
lost  sight  of  the  system. 


CHAPTER  VIII. 


CH.\n-i:R  i).\  FACTORY,   COMlXt;   rxPKU  CLASS  .. 

K\ai)]i,lt.  -  Caxdv    MAxn-AiTtkiiK. 

A^  vvc  ,„L-nti,„i,-,l  i„  Mil  c:,rliV-r  Chapt^-r,  Uk-  ..hj.-ct  ,.f  C.-t 
Acc,„iiu>  is  not  .Mily  t„  ,ii„i  ,„„  ,,,„t  „,,  „,„,|^  „„„u„-,,i„,^.,, 
COM,  l,„t  t.i  k..p  a  rc-cnl  „f  Material  usci,  tlic  Work  done 
and  ih.  Expenses  iiicnried.  So  as  a  iiiatler  „f  fact  .v.i,  tl.c 
Mmmiacturer  could  ,i„t  ascertain  ir,„„  ,l„sc  ivcrds  „  Im  ,„,. 
pantciiar  job  or  particu,  .-ess  act.ialh  c„s,  he  „.,„Id  s,i„ 

be  a  great  gainer.      He  u  d  that  these  records  heing  kept 

would  estaMish  greater  caie,  and  belter  workmanship  ■  an,l  the 
econotny  thus  p„t  i„  force  would  yield  far  ,„ore  in  lasting 
profits  thai,  neglecting  the  keeping  of  proper  factory  books  and 
sayn.g  any  present  cnitlay  in  Cash,  or,  perchance,  the  Salar^■ 
for  an  extra  clerk. 

Following  our  nsnal  practice,  we  will  deal  with  the  com- 
pone.it  parts  .separately.     Let  us  first  consi.ler  then  ^tATHKIAL. 

Fig.  Xo.  6  giyesthe  form  of  Material  Journal  recommended 
for  Factories  coming  under  cla.s.s  2.     In  this  ca.se  wc  are  pre- 
paring a  set  of  books  for  a  Candy  Factory,  and  .so  we  must 
adapt  this  form  to  our  requirements. 
IIOBI 
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We    iiuist  first  then   decide  under  how  many  anri  what 
headings  we  intend  to  divide  our  Raw  Material. 

Let  the  following;  list  repre.sent  our  decision  : 

Sugar 

Ghicose 

Molas.ses 

Nuts 

Flavoring 

Chocolate 

Fruit 

Sundries 

This  li.st  can  of  course  l>e  modified  to  suit  tlie  particular  busi- 
ness, and  further  sub-di\-ided  if  neces.sary. 
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Via.  X<>.  30  will  illnstralv  mir  Journal  ready  for  use.  We 
have  not  in  this  Chapter  entered  any  liKnres,  as  the  whole  pro- 
cess can  we  think  he  more  readily  followed  hy  studying  the  vari- 
ous forms  presented  with  the  explanations  accompanying  them, 
AW  Material  purcliased  will  he  entered  in  this  Journal  and 
charged  to  a  si>ecial  .iccounl  opened  in  the  General  Ledger, 
known  as  '  Material  Account,"  to  the  debit  of  which  t'le  sum 
of  the  total  Invoices  is  posted  at  the  end  of  the  uioiuh. 

Tlie  Cost  Account  hook  now  to  lie  opened  is  called  the 
Material  Ledger,  and  the  sumnu:l:jn  of  its  lialances  will  agree 
with  the  balance  of  debit  of  Material  Account, 

I-'irst,  then,  have  an  inventory  made  (lit  of  all  the  Materials 
on  hand,  classify  ing  it  unikr  tlie  headinj?s  shewn  above.  This 
inventor)-  should  show  the  .juantity  of  each  kind  and  the  value. 
Pass  a  J.mriml  entry  debiting  ■' Material  Account  "  with  the 
amount,  and  then  in  the  Material  Ledger  ilebit  each  amount 
with  it,s  value,  the  sum  of  these  lialances  will  equal  the  balance 
at  Material  Account,  and  we  sliall  thus  make  a  correct  start, 
111  addition,  however,  to  these  money  values  we  have  to  post  the 
quantities  on  hand.  The  Material  Ledger  will  therefore  not 
only  sliew  us  that  we  have  so  many  dollars  worth  of  sugar,  or 
glucose,  or  nuts,  etc.,  on  hand,  but  will  in  addition  tell  us  the 
quantity.  Later  on  when  the  purchases  are  posted  therein,  and 
also  the  quantities  used,  we  shall  further  be  able  to  obtain  this 
fuller  information,  Note  here  that  it  is  only  intended  that 
monthly  totals  shall  be  posted  into  this  Ledger,  and  thesj-stem 
provides  for  this,  so  the  work  entailed  is  really  not  at  all 
formidable.  If  the  Material  is  bought  for  cash,  provide  a 
"  Material  "  column  in  Cash  Book  and  open  a  "Detail  Book" 
for  quantities  and  details  after  the  form  of  Purchase  Journal. 
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The  object  of  only  keeping  one  account  ' '  Material  "  in  the 
General  ledger  is  to  save  work  and  to  facilitate  transfers  there- 
from afterwards  to  Manufactured  Stock  Account. 

Just  a  few  remarks  here  re  quantities.  In  some  cases  it  is 
difficult  to  fix  a  convenient  unit  for  such  items  as  flavorings 
essences,  etc.,  but  this  is  a  matter  that  common  .sense  musi 
decide,  and,  if  necessary,  for  these  items  on.it  quantities  anr 
«aly  record  values.  It  is  a  'act,  however,  that  a  little  trouble 
will  establish  a  weight  basis  on  most  apparently  unsuitable 
articles-in  the  case  of  essences,  it  can  be  a.scertained  how  many 
bottles  go  to  the  pound,  etc.,  but  this  is  a  matter  we  cannot  fix 
here  and  can  only  suggest.  Suffice  it  to  suppose  then  that  all 
the  invoices  for  the  month  have  been  entered  in  the  Purchase 
Journal-that  the  persons  from  whom  bought  have  been  duly 
credited  and  the  total  charged  to  "  Material"  in  General  Led- 
ger, and  the  monthly  totals  of  details  posted  to  the  debits  of 
their  proper  accounts  in  the  Material  Ledger. 

Fig-  31  gives  form  of  a  Material  Ledger  Account. 
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HaviiiK  shewn  how  the  Mattrial  p«rch:.sv,l  is  ,Wah  with 

we  have  to  consLlc-r  how  wt-  arc-  «oin«  to  aconl  the  ,|uaiitities 

of  Material   „se.l  ;  and  we   frankly  a.ln.il   that  this  is  not   -o 

easy  a  matter. 

In  the  former  case  ve  ere  MeahnK  with  tlie  office  hook- 
keeix^r  who  is  trained  to  exactness,  „sed  to  keeping  his  l»,>ks 
.11  balance.  In  the  latter  case  we  n>ay  have  prejudices  toover- 
come,  workmen  who  prefer  to  ha^e  no  records  of  their  work 
kept,  or  of  the  .Mate.ial  used.  Onr  ex,H.Tience,  however,  is 
that  goo<l  workmen  appreciate  such  recor<ls.  Iloes  not  the 
fact  of  objections  bcinR  made  at  once  point  out  most  strongly 
that  these  reconls  are  neces.,ary.  A  cashier  who  uses  cash  for 
his  0W.1  purix,.se  or  is  careless  in  his  work  objects  to  the 
auditor's  visits,  not  so  with  the  man  who  has  everythinK 
correct.  But  directly  we  leave  the  office  we  nutst  ,lrop  all 
columnar  iKxik-keepiuK  and  ask  for  what  information  we  want 
m  plain  EnKlish,  leaving  a  place  for  the  answer,  and  plenty  of 
room  too.. 

We  will  assume  that  our  Candy  I'aetory  is  divided  into 
three  departments  : 

1.  Fondant  or  Cream  Dept. 

2.  Chocolate 

3.  General  Candy 

Our  object  now  is  to  ascertain  how  much  Material  is  used 
in  each  department  and  also  the  output. 

The  foreman  will  receive  his  orders  from  the  office  as  to 
special  orders  received,  and  the  work  done  by  this  part  of 
factory  management  we  are  not  dealing  with. 

Daily  report  slips  are  prepared,  and  the  following  forms, 
Figs.  No.  32   33  and  34,  will  give  a  practical  illustration  as  to 
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how  \vt  keep  track  of  Die  (|iiaiitities— U-fore  writing  up  these 
slips  the  information  reqiiirwl  can  Iw  detailed  on  sheets  of  paper. 
The  inrH)rtaiit  iK)int  is  that  the  (|iiaiitities  used  must  be  weighed 
or  nie.    ured  and  not  guessed  at.     To  attain  successful  re.Milts 

constant  care  and  watchfulness  on  the  jiart  of  the  management 

is  req.iired      These  daily  reixirts  are  sent  down  to  the  office, 

and  should  be  entered  on  registers  shewn  in  Figs.  Xos.  21,  22 

and  35  and  36. 

It  seems  hara.^  .lecessary  to  state  that  the  factory  will  Iw 

duly  advised  daily  as  to  what  sjiecial  orders  haw  to  lie  filled 

and  also  as  to  all  work  to  lie  done. 

Fig.  No.  32. 

DAILY  RF.FORT  SF     iT. 

Fo,\I)ANT    R00.V. 


How  many  pounds  nude  to-day?. 

How  mucii  Sugar  used  ? 

How  nuich  Gluco.se  used  ? 

Etc.,  etc 


BON    BON    CKEAM 


How  many  pounds  made  to  dav  ? . 

How  much  Sugar  u.sed  ? ' . . . 

Etc.,  etc 


DO  vol'   REQUIRE 


Sugar  ? . . . 
Glucose?. 
Etc. ,  etc. . 


Date. 


Sign  name  here . 


Foreman 
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Fid.  No.  .1,1. 

DAILY  REPORT  SHEUT. 
CiiocoL.VTK  Room. 


How  many  iKjtiiids  made  li)-<lay  ? 

How  many  Cream  Ceiilres  used  ? 

How  many  Almonds  used  ? 

How  mucli  Oinver  used  ? 

How  much  Fruit  u.sed  ? 

How  much  Nuts  used  > 

How  many  s-lb.  Boxes  packed  ? 

DO   VOf    RKytlRH 

Chocohite  ? 

Preserved  Ginger  ? 

Almonds  ? 

Waln'its  ? 

Cocoanut  ? 


Sign  name  here . 


Date. 


Fio.  No.  34. 


DAILY  REPORT  SHEET. 
Boiling  Room. 


CRBAM   CENTRES 

How  many  pounds  made  to-day?. 

How  much  Fondant  used  ? 

How  much  Flavoring  ? 


TAFFBVS 

How  many  pounds  made  to-day  ? . 

How  much  Sugar  u.sed  ? 

How  much  Glucose  u.sed  ? 

How  much  Nuts  u>ed  ? 
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TABLKTS 

How  many  pounds  made  to-day  ?. 

How  niiicii  SiiKnr  used  ? , . 

How  niiicli  CiliuoM.-  used  ? 

How  many  Hottlos  filltil  > 

CARAMBUS 

How  many  |>ounds  made  today  ?. 

How  mncii  Sn^ar  ii»ed  ? 

How  miicli  Glucose  used  ? 

How  nmcli  Gelatine  used  ? 

How  nnicli  Flavorintj  used  ? 

How  much  Chocolate  used  ? 

How  nnicli  Nuts  used  ?   

How  many  Tulis  filled  ? 

How  many  boxes  filled  ? 


WAI.Nl'T    I'II)I)IN<; 

How  many  pounds  made  to-day  ?. 
How  many  Fondant  used?,..... 
How  nnicli  Nnts  used  ' 


HON    BONS 

How  many  jraunds  made  lo-dav  ?. 
How  mncii  Hon  Bon  LYcain  used  ; 
How  much  Cream  Centres  nst-il  ? . 
How  much  Nuts  used  ? 


MOLASSKS    KISSKS 

How  many  pounds  made  to-day  ?. 
How  n  uch  Molasses  used  ?. .  . .  . . 

How  t!  uch  Sugar  used  ? 

BUTTER   SCOTCH 

How  many  pounds  made  to-day  ?. 

How  much  Sugar  used  ? 

How  much  Glucose  used  ? 

How  much  Butter  used  ? 

State' what  materials  re<iuire  to  be  ordered  . 


Sign  name  here. 


Date. 
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At  the  end  of  the  month  then,  by  adding  up  the  cohinins, 
we  have  the  quantities  of  Material  used  for  that  period.  It 
might  be  noted  also  that  «e  have  so  many  lbs.  of  Foudant 
used— by  turning  up  the  Goods  Manufactured  register  we  find 
so  many  lbs.  of  Fondant  made  -  thus  we  can  check  the  quantity 
of  Fondant  on  hand. 

We  have  now  to  arrive  at  the  value  of  the  Raw  Material 
used.  We  average  the  price  paid  for  the  Sugar,  Nuts,  etc., 
and  prepare  a  summary  as  follows,  not  considering  the  Fondant 
at  present  : 

$        c, 

lbs.  Sugar  fe  per  lb 

' '     Chocolate  ©  per  lb 

etc.,  etc.,  etc.. 


We  then  prepare  a  summary  of  the  Goods  Manufactured 
as  follows,  taking  the  .selling  price  : 


lbs.  Chocolates,  Class  i    @ 

"  "  "  2,® 

—  "  "  "  etc.,  @ 

—  ' '     Candies 

(Classifying  them) 


This  summary  will  agree,  if  the  records  have  been  properly 
kept,  v/ith  the  goods  received  into  the  factory  warehouse  from 
the  factory,  or  in  other  words,  the  output.  However  small  or 
large  a  factory  is,  when  goods  are  handed  over  as  finished  a 
receipt  should  be  given  from  the  Warehouse  or  Shipping  Clerk. 
These  receipts  provide  a  means  of  checking  errors,  etc. 
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We  now  know  at  tlie  end  of  the  month  : 
Quantity  and  Value  of^Materials  bought. 
"  used. 

"  on  hand, 

and  Selling  Value  of  Goods  Manufactured. 
The  next  step  to  be  provided  for  is  the  labor,  and  that  is 
comparatively  simple.  Fig.  No.  19  gives  a  form  which  will 
meet  with  our  requirements,  and  it  will  be  noted  that  all  we 
provide  for  is  a  record  of  the  Wages  for  the  month,  and  we  do 
not  attempt  to  locate  them  to  each  order  filled,  as  is  necessary 
in  factories  under  Class  i. 

The  next  point  is  the  expense  of  proiluction,  and  that  is 
simple,  as  it  is  only  ascertaining  what  (he  expenses  are  in  each 
department  for  the  month.  A  simple  estimate  can  be  made  so 
as  to  include  items  which  arc  not  paid  each  month. 

We  now  can  collect  together  all  the  component  parts 
making  up  the  cost  of  the  output  for  the  month. 

These  particulars  are  duly  entered  up  in  the  Summary 
Register.     See  Fig,  No.  28. 

This  statement  is  not  exactly  correct,  but  made  up  monthly 
will  be  approximately  correctly.  Where  is  the  discrepancy 
then  ?  It  is  this  :  We  charge  up  actual  outlay  for  Wages  and 
Expense  for  the  month,  but  part  of  these  should  be  strictly 
charged  to  the  goods  partly  manufactured  and  outstanding  at 
the  end  of  the  mouth.  But  this  will  average  itself  up  month 
by  month,  and  in  our  opinion  need  not  be  considered. 

From  this  monthly  summary  a  fair  estimate  can  be  formed 
of  the  gross  profits  made,  or  by  adding  up  the  costs  of  distri- 
bution of  the  net  profits. 
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The  journal  entry  to  be  passed  through  tlie  books  is  as 
follows  : 

Manufactured  Goods  Dr.  $ 

To  Wages $ 

To  Factory  Expenses 

To  Material  Cost  Account 

A*  follows  ; 

$         C. 

Sugar 

Chocolate 

Nuts 

Etc.,        etc.,        etc. 


The  details  of  the  Materials  used  will  then  be  posted  to  the 
credit  of  their  proper  accounts  in  the  Material  Ledger,  so  as  to 
keep  this  in  balance  with  the  General  Ledger  Account. 

If  the  results  obtained  are  not  satisfactory,  too  much 
Material  used  for  work  done,  or  it  is  found  that  Materials  on 
hand  do  not  agree  with  the  qumtities  as  per  the  Material 
Ledger,  it  will  be  neces-iary  next  month  to  try  and  fix  up  the 
department  where  the  waste  or  careles.sness  is.  This  can  be 
done  with  a  little  thought  and  care.  Further,  each  month,  if 
desired,  the  cost  of  any  one  line  can  be  as.-ertained  by  using  the 
method  explained  in  dealing  with  factories  under  Class  i. 

At  the  end  of  the  year,  when  stock  taking,  the  value  of  the 
partly  Manufactured  Goods  will  be  include  i  in  the  inventories 
of  stock  on  hand. 

If  it  is  desired  to  make  the  Monthly  Statement  more  exact 
it  is  a  simple  matter  to  ascertain  the  value  of  the  Manufactured 
Goods  used  (vide  Fig.  No  35. )    By  taking  stock  periodically  of 
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Raw  Material  wln.n  it  is  reduced  in  quantity  a  thorough  check 
on  quantities  used  can  be  maintained.  By  ascertaining  then 
the  cost  of  production  and  the  cost  of  maintenance,  and  deduct- 
ing total  thus  obtained  from  the  value  of  the  Manufactured 
Goods  turned  out  for  the  .same  period,  a  fair  estimate  of  profit  or 
loss  should  be  obtained.  There  is  an  important  point  to  be 
remembered,  and  it  is  this  :  if  a  slack  mouth  is  being  considered 
well  and  good,  but  if  the  output  for  the  month  is  above  normal 
it  may  be  misleading,  that  is,  the  profits  will  be  above  the 
average. 

The  estimate  of  profits  is  only  intended  for  the  guidance  of 
the  proprietor,  and  Manufactured  Goods  Account  will  duly  be 
charged  up  with  tl  e'.-  cost  as  shewn,  and  sales  will  he  duly 
credited,  and  prontj  arrived  at  at  the  end  of  the  financial  year 
in  the  usual  way. 


CHAPTER  IX. 


LUMBER  MANUFACTURERS'  ACCOUNTS. 


For  the  further  purpose  of  illustratiug  the  adaptaljihty  of 
the  systems  outl'.'ed  to  iudustriesof  the  nature  of  those  enum- 
erated in  Class  2,  the  Authors  here  Rive  the  Accounts  of  a 
Lumber  Manufacturer. 

In  the  example  given,  the  Manufacturer  is  presumed  to  be 
the  owner  of  the  Timber  Limits  under  license  from  the  Ontario 
Government,  also  Timber  on  land  purchased  in  Fee,  and  the 
owner  of  certain  of  the  permanent  improvements  on  the  streams 
made  for  the  purpose  of  driving  or  floating  logs  to  the  mill. 

The  mill  is  built  for  the  manufacture  of  Lumber,  Shingles 
and  Lath.  For  easy  reference,  and  that  the  illustration  may 
be  readily  followed,  the  quantities  are  given  in  even  numbers 
and  the  accounts  in  skeleton. 

We  will  then  start  with  the  Balance  Sheet  of  John  Bargin 
&  Co.  as  for  Dec.  3i,st,  1899,  as  shewn  in  Fig.  No.  37. 

As  this  work  is  not  intended  to  be  a  treatise  on  the  ac- 
counts of  any  .special  Manufacturer,  we  will  assume  that  all 
the  entries  of  the  Commercial  Accounts  have  been  made,  and 
deal  only  with  those  necessary  to  illustrate  the  process  of 
arriving  at  the  cost  of  the  product. 
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We  will  assume  then  that  John  Bargin  has  decideu  that, 
for  the  wants  of  his  business,  it  will  be  necessary  for  him  to 
take  out,  10,000,000  feet  of  logs.  After  deciding  as  to  the 
locality  the  timber  is  to  be  taken  from,  the  information  he 
would  want  is  : 

First — The  cost  of  the  logs  on  the  skidways, 
Second— Their  cost  in  the  water, 

Third— Their  total  cost,  delivered  in  the  millpond  ready 
for  sawing. 

William  Wood  who  devotes  his  attention  exclusively  to 
the  getting  the  logs  from  the  forest  to  the  mill,  then  arranges 
for  this  supply  of  logs  as  follows  : 

Camp  No.  i,  1900 — Foreman,  clerk  and  70 
■      men  get  out 2,500,000  feet 

Camp  No.  2,  1900 — Foreman,  clerk  and  80 

men  get  out 3,000,000   " 

Contractors  (or  Jobbers  as  they  are 
generally  called  in  trade),  varying  in 
quantity  according  lo locality,  get  out. .  .3.500,000    " 

10,000,000    ■' 


IX'MDEH  MANLKACTIREBS'  ACCOUNTS. 
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The  accounts,  as  shewn  in  Figs.  Nos.  45  and  46,  will  give 
one  the  exact  cost  of  the  log  product  delivered  at  the  mill-pond 
ready  for  sawing.  One  thing  the  Student  must  always  bear- 
in  mind — that  all  busines.ses  of  this  kind,  which  change  the 
/orm  of  a  natural  product  into  a  manufactured  shape,  are  more 
.or  less  speculative  in  their  character,  consequently  the  accounts 
have  to  provide  for  this  condition. 

What  is  meant  in  this  particular  instance,  is,  that  the.se 
«awlogs  are  .scaled  or  measured  in  the  bush  Such  measure- 
ment can  only  tell  what,  in  the  opinion  of  the  Scaler,  the  logs 
will  produce  in  merchantable  lumber,  and  while  it  is  true  that 
a  good  and  experienced  Scaler  can  come  fairly  close  to  it,  still 
he  cannot  see  the  in.side  of  the  log  ind  until  the  saw  in  the 
mill  discloses  the  defects  he  can  only  in  a  general  way  allow 
/or  them. 


In  the  first  instance  the  cost  of  the  log  product  per  1000 
feet  is  determined  by  the  bush  Scaler  or  measurement,  which 
jneasurement  has  to  be  adjusted  by  the  actual  cost  in  the  mill. 

As  we  have  seen,  the  accounts  as  shewn  in  Figs.  Nos.  45 
.and  46,  indicate  the  cost  of  the  logs  in  the  pond,  ready  to  be 
sawn  into  lumber.  There  are  certain  accounts  required  to  be 
Jcept  in  the  camp,  and  these  accounts  are  kept  in  a  book 
kpown  as  the  Camp  Ledger  and  entered  straight  to  the 
accounts  from  Vouchers  or  a  Day-book.  Fig.  No.  38  shews 
.the  account  kept  with  the  particular  camp  in  the  office,  and 
figs.  Nos.  39j  40,  41,  42,  43,  44,  45  and  46  shews  the  various 
accounts  kept,  a  perusaj  of  which  will  explain  them.  It  will 
be  observed  that,  with  the  exception  of  the  "  Van  Account," 
they  are  all  clos^  ijxto  the  Operating  Account.  Figs.  Nos. 
45  and  46,. 


I.IMIIfcK    MANLKAlTl'HEIlh'  A(,((ir.\7s.  lof) 

TlR-  \-n„  Account  is  simply  a  record  of  kochIs  sold  to  tlie 
men.  TIil-  OiJcrating  Acconnt  i^  divided  into  two  parts,  tlie 
first  part  shewing  tl,e  cost  of  skidding  a.,,1  the  second  ,.ari  the 
cost  of  lianling  as  weil. 
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Flo.  No.  38. 

ACCOUNT  IN  GENKRAL  LEUGER.    Class.  3. 

rHiiipNo.  1,  IINIIP.  KorvniMii. 


Tn  rrn\M,,li  A.-.-.H. 

|kt  Itivt-iilnry 

•■  Cm'IhIhk 

■■  WuKt.*" 

•■  Tt'ftMm .,,. 

-'  Hlm-h-iiillh<.|i<>|.. 

■'    Kt'|IHll> 


••( 


N»    II, 


Hy  (  .. 
■< 

■M'ltllllB      i.., 

.U'liv.n-<1  In  wiil.T- 

fur  drIvllIK   1.1,    ilMT 
HKruf 

rliKrit*"!    ><>    l^iiitf 
TrHiliiiv  Art-.  imMi 


Fig.  No.  39. 


PROVISION  ACCOl'NT. 


To  Kloiir 

"  I'ork 

"   i^UKHF 

"  Ten 

"  l)rfe<1  Appk-n., 

"  Bt-ef 

Curranto , 

j    "  RalHlnx 

I    "  Rice 


A|>rll  3U  By  Ctwt  (>(  boHrdiriK 
iiK-n  fnnii  iHf.  1 
t(iApHl:*)lh 

Bv  «'R((t>s  iwld  for 
9)'iW  dityM  (or  onv 
mnn  m  HvcrHtrt-  of 
lialntf  biiliiiiiM' 
i-lmrgind  to  0|n'r- 
atina  Ai-coiint 

By  iiiveiilory  jiro- 
viBloii^  on  httiid 
(■Hrricil  forwMnl 

1      '    I 


Acooiintfi  kept  in  "f'Hmp"  In  Ixxtk  calltfl  "('iimp Ledger" 
subdivided  into  avcounU.  «»  Pi*«-Ik)oq  Avi'oniit.  etc. 
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In  f.Knri„«  „,,  „,,,ost  of  b.>,,r,li„«  ,h.  „k„  i„  cam,.,  ,l,c 

cos,  .h„„l,l    I...  .l.,cn,„„cKl   ,.„  ,1,.    „..,rki„«  .lay,.     W,,,,,  i, 

mean,  ,s  ,„is.     A  „,a, ,v  l«  i„  can,,-,  f„r  say  thirty  .layH, 

o..r  ..f  t h^e  ,,ays  ..  :.„„.|ays  an,l  o„..lay  h.  issieW,  his  time 
.s  placul  „„  :i,e  pay.sl,.ct  .5  ,lays.  a„,l  the  est  of  ,K,ar,l  i, 
on  25  days,  not  on  30  days. 

If  this  „,c-,h,Kl  is  car.fnlly  cn.,„ire,l  i„,„,  the  information 
gnvn  w,ll  always  1.  in  ,h.  natnrc  of  Kivi„«  an  indication  of 
this  cos-  beinK  high  or  low,  for  two  reasons  :- 

First— Wastf  in  cooking. 

S.K-o„,i-Mc.n  hanging  ron.,,1  ,h.  ca-„p  an.l  no,  working 
Son,.  fir„,s  <lo  not  fignre  in  the  wages  of  cook  and  helper 
other.s  do.  ' 

The  reason  given  for  not  figuring  these  wages  is,  ,hat  ,he 
cost  of  comparison  woul.l  ,0  son.e  e..,e„t  I*  i„fluence<I  if 
changes  occur,  and  different  rates  of  wages  paid  in  other  ca„,ps 
engaged  in  Ihe  same  o|iera,ions. 


Fill.   Ni>.  40- 


MAM  t  \i  TlHKIIs'   AinMNTH. 
STAltl.K  ACCOfNT, 
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The  Slime  rule  . -.   lo  c>tim.itmg  the  cost  on  actual  time 
worked,  applies  u,  ibis  account  as  to  the  rrovision  Account. 


Kui,  No.  41 


GENERAL  EXPEN.SK  ACCOVNT. 

VMM) 
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Vu.    Xi).   4j. 


VAX     ACCOIXT. 


|..s..,k. 

I'li.l.'i-liiii. 
T..,,-liiil-  .  , 
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ill-"  ki|.t  ;lt  till- 
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Fid.   No.   43. 
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Fig.  No.  44. 

HEAD  OFFICE— ACCOrXT  IX  CAMP   LEDCxER. 


1900 


Hv  I'rovif-iini-i. .        i 
Hav , 

(  )lltH    I 

(ioMfl^  for  Van      | 
Rt'  pa  i  rs  t<» 

Iliiniffs 

fSuiiiIrif? 


Fig.  No.  45. 


OPERATING   ACCOUNT. 

1900 ; 


J'lv 

to 
Dec 


To   Pniviwioii    ",{• 

JFen  ataverajp' 
To  Stable— 
W\ixT\\  of  Hurw'H 

at  avt'nijTH  .... 

Boanl  of    Hinnl 

Tt'am  ataveratfe 

To    Wafjes      for 

To  Expeiiw  % .. 

montli  Men . . . 
To      W'Hirt'f      of 

IIire<lTeanif»..( 


To  BalaiK-e. 


By  Halam-e,  vat- 
riofi  forwanl, 
bririL'  cot^t  of 
HkiiliUiiK 

— No,  of  piefes»of 
lo>p< — feet  at 
averajr*'  cost  of 

— tier  i<vr>X    

Memo.  —No.  of 
ftH't  scaled 

—No.  of  feetpsti- 
niatcil . . 
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Fig.   No.  46. 

OPERATING  ACCOUNT. -ComiiUK-,1. 

1900  lufwi 


T..  Hiiluji.v 

l'ruvt-i..n  ",  . 
Stjil.U-  ",.  .... 

Kxperiwe  ",■ .  . 
Wa)fec'V,tiien 

t('arii!J 


HyCM.^t  of 
Hkidrliti^, 


By  C.r't  ni  haiil- 
inir — |)ii-)C!-~iit 
avi-niirc  iitiuKiiit 

nf iVct        IMT 

pii-rc  -ivv\ 
avt'ra;re   privi — 

M  KM*  .—Total 
CnstntHki-Unrin 
atnl    hanliti).'  to 
water  to  tiati-. 
|)»'Iiv»'n'(i  ill 
water,  Ii>l's  coHt 

m-r  ni  fct-t. 

Total  rarritni 
fiirwan! . 


to 

T.-Balana- 

Aj.r 

Pnniciiiii  't . 

>^tal)le  "r  .... 

Kx|>eny4'  ';'',.. . 

AN'aifi'H  "/■ , 

W'ajrc!'  "'■ . 

teams 

Ity  Cost  of 
skiddinjr. 


My  CoHtoihanl- 

illjr  pit'Ct^. — 

feet    at  axenijre 
price  of 

TotaK'iwt  hanleil 
to  water ■. 
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We  liave  now  to  consider  what  books  must  be  iirovidcil  to 
get  at  the  cost  of  sawing  the  logs  into  hiniber.  First  the  logs 
will  rrobably  be  sorted  according  to  si/e  and  quality,  and  also 
those  that  it  is  considered  conld  be  more  profitable  to  manufac- 
ture into  shingles  than  lumber  will  be  picked  out,  put  in  a 
boom  by  them-elves  and  sent  to  the  shingle  mill. 

Lath  is  manufactured  from  lumber  refuse,  such  as  edgings 
and  slabs.  We  will  now  presume  that  the  Manager  has  decided 
as  to  th  kinds  of  lumber  and  the  si/e  he  will  have  the  logs 
sawn  in.o.  In  this  book  we  are  not  dealing  with  matters  of 
policy,  but  simply  with  facts  that  will  tell  him  results. 

To  let  us  know  such  results  in  an  intelligent  manner,  the 
following  books  would  as  well  as  any  give  the  information 
necessary. 

ist.  Time  Book  or  Wages  Book.     See  i'ig.  No.  ^.S. 

2nd.  .M-'l   Book.  ■■       •■ 

3rd.  Sales  Book, 
and  the  following  accounts  in  General  Ledger  :— 

Mli.i.  MA.NTFACTfKiNc;  AccoiNT.— To  tliisaccount  will  be 
charged  all  the  eNpendilures  necessary  to  keep  the  mill  in  first- 
class  repair,  including  the  cost  of  keeping  the  refuse  burner 
and  boilers  that  supply  .steam  for  the  steam  feeds  and  other 
machinery.  Wages  of  the  men  engaged  on  the  sawing  floor 
and  supplies  of  any  kind  necessary  to  the  manufacture  of  the 
product. 

Shippi.st,  AccofNT.— To  thisisiharged  theexpem-eof  the 
inspection  of  lumber  at  time  of  selling  and  shipping,  and  all 
wages  of  men  engaged  in  loading  the  transportation  vehicles 
whether  in  the  shape  of  boats  or  railroad  cars. 


49- 
50 
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Lumber  Sales  Account.— Into  this  is  credited  all  sales 
which  ha'C  been  made  during  the  year,  such  book  providing 
for  the  keeping  of  an  accurate  count  of  the  quantities,  as  it  is 
from  the  count  in  this  tx^ok  that  all  figurings  of  cost  are  based. 


lAMUEll    MANIFACTI'REHS' 
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Wc  will  prtsmne  we  li;ive  now  arrivtil  at  the  linal  >ta:4c  of 
the  operations,  and  all  the  logs  are  mannfactnreil  into  I.nmher, 
Lath  or  Shin^Mes,  except  such  as  it  is  desired  to  carrv  over  to 
the  next  season,  and  it  is  desired  to  know  the  following;  facts 
for  fntnre  use  : 

1st.  Tlie  AVHRAGi;  PKR  1,000  I'KET  Cost  of  the  lo.js  deli- 
vered in  the  niillpond  ready  for  sawinff. 

2nd.  TnK  COST  OF  s\wi.\(i  said  logs,  and  the  product 
realized  from  the  operation,  keeping  sejiarate  the  go.id  Icnnher 
from  the  cnll  hiniber. 

,?rd.  Til].;  COST  OK  siiii'PIn<;  and  distrilmtint;  it  to  the 
consumer. 

4th.      Tim   TOTAL   COST.  , 

From  the  information  that  has  been  recorded  in  the  camps 
and  from  records  kept  at  the  mill,  at  the  end  of  the  financial 
year  we  draw  up  the  following  accounts  : 

1 .  Log  Trading  Account. 

2.  Lumber  Trading  Account. 

3.  Shingle  Tradnig  Account. 

4.  Lath  Trading  Account. 

Kig.  No.  52  gives  form  of  Log  Traihng  Accoint  The 
first  eutrv  on  debit  .side  is  inventory  of  logs  on  liand  at  the 
beginning  of  the  period.  Then  follows  the  costs  fr.in  the 
various  camps,  being  the  balance  of  their  Operating  Accounts 
clo.sed  with  this  account. 

The  credit  side  shews  inventory  ou  hand  carrieil  o\er  to 
next  season,  and  the  quantity  of  logs  transferred  to  Shingle 
Account  and  Lumber  Account. 
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From  this  account  we  can  then  obtain  the  average  cost  of 
the  loj;s  ileHvered  in  the  niillpond  ready  for  snniiig. 

Fig.  N'o.  5,?  shews  LfMBKH  Trai)IN(;  Accouxt.  The  logs 
credited  to  the  Log  Trading  Account  are  charged  liere  in  the 
first  entry.  Tlieii  the  various  costs  are  shewn.  This  account  is 
ertditcd  with  all  the  sales  made  and  the  balance  is  transferred 
to  the  Profit  and  Loss  Account.  W  ith  reference  to  the  Shingle 
and  Lath  Accounts,  shewn  in  Figs.  Xos.  54  and  55,  note  that 
only  the  cost  of  manufacturing  them  is  charged.  They  are 
practically  bypro<lucts  made  from  what  woidd  he  otherwise 
waste. 

In  dealing  with  by-prodncts  generally,  it  is  usually  best  to 
merely  record  the  cost  of  manufacturing  without  attempting  to 
value  the  cost  of  the  Raw  .Material,  The  gross  profit  made  can 
go  direct  to  the  Profit  and  Loss  Account  or  the  main  Trading 
Account.  In  some  industries  there  is  more  profit  made  out  of 
by-prodncts  tlian  on  the  main  product  manufactured. 

Apportionment  of  General  Kxpenses.— We  have  not 
attempted  to  apportion  this  account,  e.vceptthe  mill  manager's 
salary,  etc.,  as  shewn  in  Lumber  Account,  as  in  the  actual 
practice  the  gross  profits  are  credited  to  the  Profit  and  Loss 
Account,  and  the  general  expense  is  charged  to  this  account. 
Should  It,  however  be  desired  to  apportion  to  the  Trading 
Accounts  sei>arately,  it  could  be  done  on  the  basis  of  so  much 
per  thousand  feet  of  lumber,  taking  the  general  average  output 
as  a  basis. 
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Fig.  No.  49. 

REPORT  OK  LUMBER  SAWN  AMD  LATH  SHINGLES. 

MurMlfuclim'.!  I.y.luln,  l!jiiviii,<c  C.y'B  Mill,  1901. 
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CHAPTER  X. 


SKETCH  COST  ACCOUNTS  FOR  FACTORIES 
CLASS  2. 

In  thi>  chapter  we  shall  ciukavor  to  sunimanse  some  of 
the  principal  points  to !«  ol)serve<l  and  principles  to  \k  followed 
in  ilcalitiK  with  Cost  Accounts  as  applied  to  Factories,  Class 
No.  2  ;  that  is  to  say  factories,  generally  speaking,  where  all 
kinds  of  goCKls  are  manufactured  and  where  it  would  not  Ik 
practical  to  follow  through  the  cost  of  each  article  manu- 
factured. 

L,et  us  first  then  take  the  Inventories  of  the  Merchandise, 
Raw  Material  or  Stores,  and  of  hartly  Manufactured 
goods. — 

From  these  Inventories  we  will  prepare  a  careful  summary 
of  the  quantities  of  each  and  every  line. 

In  preparing  these  summaries,  it  will  have  to  l)e  decided 
what  units  are  to  be  fixe<l  on,  in  writing  up  these  quantities— 
whether  weight  or  number. 

When  this  is  completed,  have  a  number  of  sheets  ruled  as 
lier  Fig.  No  69,  or  adapte<l  to  suit  the  particular  bu.«iness  ;  and 
set  aside  one  sheet  for  each  line,   the  first  entry  being  the 
[146] 
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amount  as  per  Inventory,  entcreil  on  "In"  coin  inn  and 
earri.d  totlie  Balaiici  — It  is  viry  clear  then  ili.u  when  tlu-jx.' are 
ai;  fnltr.  -il  on  the  sheuts,  by  taking  off  a  Trial  Balance  m,  to 
speak,  of  the  Balances,  yon  obtain  the  amount  of  merclu'i.!  * 
on  hnml  at  date  of  takinx  Inventory. 

The  oliject  of  starting  Ihe-ie  sheets  is  tii  iitorU  the  means 
1)1  keeping;  a  check  on  Stores  and  Material  (lifting  the  periods 
between  stock  taking  and  also  to  shew  quanlilies  on  hand. 
These  sheets  are  then  arranged  on  a  file  ililnhi  lically  or  chis,i- 
fie<l  so  tliatthey  can  he  readily  referred  ii> 

In  the  chapter  on  Material  viiii  I'  g.  V.  6  fo'i  s  of 
Journal  were  given  for  Stores,  etc.  Iroiii  i!ie  ,|.)ii>  .lal  then 
each  month,  th;  quantities  of  Merchandise.  Lou,..;  l^  pii-.'.erl  to 
the  "  In  "  column.  It  seems  hardly  ntctssan  to  a.Miu  men- 
tion that  Merchandise  coming  in  is  to  be  Debited  to  llie  stock 
Sheets  to  the  "  In  "  column  and  that  Merchandise  going  out 
is  credited  or  posted  to  the  "Out"  colunni  ;  further  it  is  to 
be  remembered  that  no  \alues  are  kept  on  these  Stock  Sheet,', 
but  if  at  any  time  an  estimate  is  reijuired  of  Merchandise  il 
has  to  be  valued  from  the  summary  of  ((UOtations  taken  from 
sheets. 

Where  the  Factory  provides  a  Store  Keejier  whose  duty 
it  is  to  keep  record  and  take  charge  of  all  stores  coming  in  and 
going  out,  the  record  on  the  sheets  will  shew  at  all  times  the 
quantities  of  stores  under  his  charge.  He  will  be  responsible 
for  all  the  goods  coming  in,  that  is,  all  the  goods  purchased  ; 
when  he  issues  stores  to  the  departments,  or  they  are  sent 
direct  to  any  department  he  will  receive  credit  in  his  Day 
Book,  as  from  his  records  the  (|i:  intities  will  be  credited  to 
the     "Ont"    column   on  Stock    Sheets.       Therefore    the 
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Balance  on  Stock  Sheets  should  shew  correctly  the  stores  in 
charge  of  the  Store  Keeper  at  any  time. 

Now  to  obtain  the  quantity  on  hand  in  the  factory  it  will 
be  necessary  for  the  foreman  of  each  department  to  estimate 
each  month  the  quantities  on  hand. 

(a)  of  Raw  Material  and  Stores. 

(b)  of  Partly  Manufactured  Merchandise. 

In  many  businesses,  where  it  would  not  l)e  practicable  to 
take  stock  monthly,  a  good  estimate  can  be  arrived  al  by 
weighing  all  Merchandise  and  fixing  value  on  say  the  pounds 
unit.  This  system  for  rough  stock  taking  is  in  practice  in 
many  factories  in  the  United  States  and  is  very  useful  for 
estimating  stores  month  by  month. 

We  have  considered  now  the  method  of  keeping  records 
of  Stores  where  a  Storekeeper  is  kept,  we  have  now  to  con- 
sider the  case  of  smaller  factories  where  one  is  not  kept. 

In  all  factories  the  daily  output  should  be  carefully 
recorded  in  each  deoartment,  and  by  the  daily  output,  we 
mean,  not  the  Sales,  but  the  quantity  of  Manufacturetl  Mer- 
chandise which  is  completed,  or  completed  as  far  as  the  parti- 
cular department  is  concerned. 

The  records  of  this  output  should  be  kept  oi  sheets 
specially  ruled  for  the  purpose  and  the  following  form  Fig. 
No.  74  will  fully  explain  the  method  of  doing  this.  The-e 
sheets  nmst  be  written  up  und  summarised  daily  and  then  filed 
away  for  reference  as  required. 

From  the  Material  Journal  the  goods  and  stores  coming 
in  are  charged  to  the  Stock  Sheets  and  from  the  summary  of 
Output  Sheets  these  Stock  Sheets  are  credited.  The  balances 
shewing  stores  on  h?nd,  which  will  cover  Partly  Manufac- 
tured  goods.      Of   course,   without   actual  stock  taking  all 
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quantities  on  hand  are  more  or  less  estimated,  but  it  becomes 
a  simple  matter  to  lake  stock,  say  each  month  of  one  or  more 
lines  and  if  there  is  any  difference  between  amotnit  on  hand 
and  the  balance  on  Stock  Sheet  it  will  require  looking  into.— 
It  will  be  found  as  a  rule  that  a  certain  percentage  will  have 
to  be  alloweil  on  Balance  on  Stock  Sheets  for  waste  or 
I0.S.S. 

Afler  all.  one  griat  use  of  Cost  Records  is  to  verifj  the 
estimates  made  of  Cost,  and  if  this  sy.stera  is  adopted  we  can 
do  .so.  Suppose  at  the  end  of  the  month  we  find  quantities  on 
one  line  <inite  wrong— It  means  that  our  estimates  are  wrong 
somewhere,  or  there  is  waste  or  possibly  theft  is  >;  jinK  on — 
Perhaps  a  cartful  survey  of  the  figures  may  detect  ihe  error. 
If  not  then  take  one  line  and  keep  careful  reconi  of  it  under 
system  given  for  Factories  Class  No.  i,  and  \enfy  your  esti- 
mated cost.  In  eve-y  Factory  this  should  be  dune  from  time 
to  time. 

We  have  now  dealt  with  the  question  of  Storts  and  Raw 
Material  as  fully  as  it  can  be  dealt  with  in  a  general  wav,  and 
we  come  to  the  question  of  arriving  at  the  appro.\iin,\te  profit 
or  loss  made  for  the  month.  The  items  forming  the  Expendi- 
ture are  Material,  Wages,  Factory  Expenses  and  Selling  and 
Management  Expenses. — 

Tile  Material  we  have  treated  on  in  the  previous 
pagi->. 

The  Wa>ies  can  be  obtained  from  the  Wages  Book. 

The  Factory  expenses  are  recorded  in  the  Commercial 
Books,  but  care  must  Ije  taken  that  these  represent  the  FCx- 
penses  for  the  period  in  which  we  wish  to  estimate  our  ;>rofits 
or  loss — There  are  certain  payments  which  can  be  distributed 
over  the   year- As  far   as   possible   all  exjKnses   should  be 
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arranged  on  a   Monthly  Basis,  and  by  means  of  a  .Memo.  Book 
this  can  easily  be  adjusted. 

Referring  to  this  Monthly  Account  we  ha\e  in  this  rlurv 
ter  provided  for  all  the  Items  except  Inventory  of  Manufac- 
tureil  Goods  on  hand — this  very  imimrtant  item  •^iiould  also  he 
verified  by  means  of  special  set  of  Stock  Sheets  one  sheet  for 
each  line  nianufacttired.  Krom  the  Output  charge  the  Stock 
Sheets,  which  are  first  started  from  the  In\emor\-  -^liewinR 
i|U;intity  on  hand  of  each  and  every  line  n;  Mnifactureii.  \ow 
have  prejiared  daily  a  Sununary  of  all  Sales,  and  from  this 
Summary  let  the  Stock  Sheets  be  credited  with  i|uantity  sold 
—the  total  of  Balances  will  give  Manufactured  Goods  mi  hand 
and  can  be  verified  periodicalh-  by  comjiaring  with  actual 
Stock  on  hand  of  any  one  line. 

It  seems  hardly  neccssarx  to  jraint  out  the  value  of  these 
Stock  Sheets  if  properly  kept.  The  Manufacturer  sees  the 
turnover  of  all  lines  maiiufacturci!  and  i|nantilies  on  hand — 
Without  them,  he  knows,  without  lieing  told,  what  is  often 
the  procedure  when  an  order  coiue-i  in — How  that  special 
"  ru.sh  instructions  "  are  sent  to  the  Factory  to  manufacture 
a  certain  line,  when  there  was  enough  in  stock  to  fill  the  order. 

As  regards  the  amount  of  work  involved  we  believe  the 
extra  amount  of  salary  paid  for  this  work,  will  give  a  return 
which  will  amply  comi>eus-ate  and  pay  its  cost  several  times 
over. 

Selling  and  Management  Expenses —  The  >ame  remarks 
apply. 

This  apparent  difficulty  could  be  met  by  opening  an 
account  in  a  .Memo.  Book  and  charging  this  account  with  all 
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the  known  Kxiwnsts  for  the  year  one-twelfth  of  this  amount 
would  have  to  be  provided  for  each  month  in  addition  to  extra 
disbursements  — Items  thus  entered  might  lie  Insurance,  Taxis, 
Directors'  Fees,  Rent,  &c.,  i\:c. 

We  then  prepari-  accounts  as  follows  : 

MONTHLV  ACCOUNT. 
!>■■■  (Y 

Til  Inv.'ntiiry  at  lH>i:innii;.i(  Mv  Sales  liw  rii«i.unt.-  iijid 

month— Artiiul  <ir    Knti-  AllnwaliivN 

mated 

"  Iiivent'Tie- 
"  l*llrchHws  itu'lu.liinr  Stores- 

Freiirht  ami  Iliily,   lew  Ituw  Miil.-iial 

Ketnnisaii.l  Alli.ttamvs-  I'aMlv  Maimfaitiin..! 

Mat.  rial 

"  ^^am'" Mamifaeliiriil  (MKiils 

■  in  liaii'l. 
"   Fai'tdfy  Kxpeliw's,  jiart- 
ly  eKtiiiiateil 

"  Seilini.'ari»l  Maitajrement 
Kspeiiwf  partly  erfimil 

"  rnitit  tor  iiinmli 


CHAPTER  XI. 


DEPRECIATION  AND  RESERVES. 

That  every  Manufacturer  should  .«et  a  certain  sum  aside 
out  of  liis  profits  every  year  id  provide  tor  depreciation  or 
deterioration  of  Buildings.  Nfachmery  and  Plant,  i.-  vmiver^alI^• 
admitted.  But  wliether  this  sho&ltl  apply  in  the  s»me  way  to 
all  as.'etB  which  are  sulijtct  todepreciaion  is  anoper.qnes'idn, 
as,  for  instance  :  We  may  refer  to  Timiaer  Limits.  Iron  jnd 
Coal  Mines,  etc.,  Steam  and  Sailing  Ships  particularly  so 
when  the  latter  are  held  on  the  single  ship  company  principle) 
Patents,  Concessiwns,  and  also  franchises  which  are  iimrted 
to  a  term  of  years.  Recent  derisions,  parlicularly  in  lb* 
English  Courts,  iead  ns  to  the  conclusion  thai  the  ntuitaible 
way  for  such  assets  is  to  inafc--  no  pro\'isi«n  for  depreciation  as 
far  as  the  Balance  Sheet  of  the  Company  is  concerned  but  to 
pay  to  the  Shareholders  or  passoer,  all  piofits  in  dividends, 
and  let  them  out  of  ^ucli  profits  provide  their  own  as  they  see 
fit.  Generally  speaking  when  the  Limit,  Mine,  Patent  or 
Franchise  is  exhausted  the  undertaking  comes  to  an  end,  and 
the  Shareholder  contends  that  he  can  take  care  of  the  provi- 
sion for  depreciation  thus  paid  him  in  dividends  more  profit- 
abl\  than  the  Manager  or  Directors  can  do  for  him. 

Assets,  however,  that  are  of  a  fixed  nature,  and  capable  of 
repair  and  renewal ,  come  under  another  head  such  as  these 
enumerated,  namely  :  Buildings,  Machinery,  Plant,  Furniture 
and  such  like.  How  shall  these  be  treated  ?  Depreciation  or 
loss  of  value  may  come  from  two  causes 
[I5:i] 
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"A."  Ordinary  wear  and  tear  from  continual  use. 

'■  n."  Loss  of  value  by  being  sujiersedetl  by  Machinery 
capable  of  turning  out  more  in  a  shorter  time  and  more  econ- 
otnieally  as  regards  saving  of  material  and  labour  ;  and  again 
more  economical  processes  in  such  undei  takings  as  Dye 
Works,  Wall  Paper  Manufactories,  Taniuries,  etc.,  the  adop- 
tion of  which  would  necessitate  the  complete  re  arrangement 
of  the  Buildings,  etc. 

Without  doubt  depreciation  will  very  much  depend  wi  the 
care  taken  of  these  assets,  and  one  of  the  first  principles  in 
Accountancy  is  that  all  amounts  expended  on  repairs  and  re- 
placements must  be  charged  to  Expeiise  and  not  posted  to  the 
Capital  Accounts  affected. 

It  follows  then  that  the  more  thoroughly  the  repairs  and 
replacements  are  done  so  much  less  is  required  to  be  set  aside 
for  depreciation. 

Theoretically,  depreciation  is  supposed  to  build  up  a  fund 
to  replace  the  asset  when  it  is  worn  out. 

Let  us  tlieu  briefl>-  consider  depreciation  as  it  affects  the 
principal  a.ssets  aliove  stated. 

miLDINGS. 

Following  out  the  ideas  as  alx)ve,  with  repairs  thoroughly 
executed,  and  all  the  costs  of  so  doing  charged  to  repairs  (an 
Expense  Account)  every  year,  it  seems  reasonable  to  suppose 
that  the  value  of  the  building'  will  remain  for  practical  pur- 
poses, unchanged  for  a  considerable  period. 

The  nature  of  the  Building  must  also  be  considered. 

It  is  also  quite  possible  that  up  to  a  certain  point  the  Build- 
ing may  increase  in  value,  owing  to  increased  costs  in  material 
and  labor,  and  value  of  iiosition.  etc.,  but  this  question  need 
not  here  l)e  raised,  except  as  an   argument  against  unduly 
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writing  down,  as  no  wise  man  of  bnsiness  would  write  npsucli 
assets  and  attempt  to  shew  a  profit  this  way.  We  speak  thus 
advi.sedly,  because  while  writing  up  assets  may  apparently 
make  profits  look  good,  yet  the  absolute  result  is  that  no 
busine.'s  can  live  that  does  not  earn  its  profits  from  its  own 
legitimate  line  of  trading  or  manufacturing. 

We  are  aware  tliat  thtre  are  regular  rates  for  depreciation 
which  the  theoretical  rules  set  down  as  compulsory  to  be  set 
aside  rj-  written  off  tbe  capital  value,  as  shewn  in  the  books  of 
Buildings,  etc. 

This,  however,  is  a  inattL-r  to  Iw  settled  by  the  Proprietor 
himself,  and  nuis?  largely  depend  upon  existing  coniiitions  as 
we  have  attempts!  to  shortly  outline. 

It  is,  however,  a  very  different  proposition  if  it  is  a  ([Ues- 
tion  of  depreciation  on  Lea.sthold  Proiierty.  The  projXMition 
is  simply  then  as  follows  : 

The  \'alue  as  shewn  in  the  Books  -     J 

Less  the  Estimated  Value  reali/alile  at   ter- 
mination of  Lease      -         -         -         -         -     5 
Amount  to  be  provided  for  -         -         .     j 

According  to  the  terms  of  the  Lease  so  can  an  amount  be 
set  aside  yearly  to  provide  for  this  depreciation.  It  can  either 
be  charged  as  a  rental  and  credited  to  a  Reserve  Account,  or 
be  .specially  invested.  If  the  latter  it  will  be  a  matter  of  cal- 
culation to  find  out  the  proper  amount  yearly  with  interest, 
which  will  be  required  to  farm  fund  to  replace  premises  at  end 
of  i^eriod. 

MACHINERY. 


So  much  here  depends  on  the  character  of  the  business. 
Take  one  machine  and  consider  its  life  ;  it  is  fixed  at  twenty 
years  ;  well  then  we  should  write  off  5  per  cent  ;  but  suppose 
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only  five  ytars  hence,  hy  reason  of  new  inventions  this  niacl  ine 
is  obsolete.  Tile  depreciation  is  incomplete,  as  the  machine 
could  only  l)e  valued  as  old  iron. 

On  the  other  haiul  there  is  a  ccrt.iin  clas.s  of  machine  with 
engines  and  l)oilers  that  can  be  relied  on  to  perform  all  the 
work  reijUired  for  a  ceitain  indefinit  -iod.  We  ha\-e  used 
the  term  "  the  Life  of  a  Machine  "  init  this  "  Lift-  "  can.  i% 
manj-  cases,  be  prolonRcd  by  rej  .rs  and  re(>tecements  It 
must  not  be  supposed  that  we  ere  oppo.sed  to  providing  re- 
serves for  depreciation,  on  the  contrary,  but  what  we  wish  to 
point  out  is  the  difficulty  in  fixing  an  arbitrary  ra>e.  Probably 
the  wisest  course  is  to  have  .ill  machinery  revalued  e\-er\-  five 
years,  and  readjust  the  reserves  or  the  amount  written  off 
accordingly.  But  ntver  allow  repairs  and  replacements  to  be 
charged  Machinery  Account.  In  fact,  only  new  Machines 
should  be  charged,  and  all  ol<l  inachints  directly  they  are  out 
of  n.se  should  be  credited  to  Machinery  Account  at  their  fiook 
value. 

PLANT  ACCOUNT. 

This  Account  will  cover  all  articles  used  other  than  Mer- 
chandise, Machinery  and  Supplies,  and  there  can  be  no  ques- 
tion that  an  ample  depreciation  must  here  be  provided. 

.Vs  in  the  case  oi  Machinery  (where  replacements  such  as 
belting  are  chargwi  as  an  expense)  so  with  Plant,  if  all  re- 
placements arc  strictly  charged  to  Expense,  it  will  reduce  the 
amount  for  Jepreciation. 

Reconls  ot  all  Plant  are  best  kept  on  Stock  Sheets,  and 
tally  kept  constautly  of  same.  Especially  is  this  important 
with  contractors,  where  so  much  Capital  is  represented,  and 
wluf.  the  works  are  perialically  shifted. 
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Uefori;  concluding  wu  cannot  impress  loo  stronnK  upon 
our  readers,  particularly  such  as  are  Students,  that  this  (|Hes- 
tion,  of  the  proiwr  amount  to  be  |)r()vidfd  for  depreciation,  is 
one  that  cannot  l)e  fixed  by  any  hard  and  fast  arbitrary  rnle, 
but  must  lie  decide<l  by  the  Management  as  to  what  is  best  in 
their  own  interest. 

In  some  cases  it  may,  indeed,  be  permissible  to  appreciate 
or  write  up  certain  as.sets,  as  in  the  case  of  a  Timber  Limit 
that,  at  the  time  of  purchase,  may  have  lieen  situated  with 
little  or  no  transportation  facilities,  but,  as  the  Country 
develops,  new  water  ways  and  Railroads  may  go  through  it 
and  enhance  its  value,  in  some  cases  ten-fold.  I'nder  such 
circumstances  it  would  seem  but  fair  that  present  Shareholders 
should  be  able  to  shew  by  their  Balance  Sheet  that  their  in- 
vestment in  the  shajK;  of  Shares  or  Stock  was  of  greater  \alne. 

This  increase  in  valuL-  :.!iould  be  credited  to  a  Reserve 
Account  instead  of  beinj;  paid  ni  Dividends.  Although, 
probably,  if  all  the  Shareholders  consented,  and  funds  were 
available,  a  cash  dividend  in  some  cases  might  be  paid. 

RESERVK  ACCOUNTS. 

It  is  a  fact  somen  hat  worthy  of  notice,  and  one  which  the 
professiorial  accountant  has  the  opportunity  of  observing,  and 
it  is  this  :  The  different  treatment  of  profits  by  the  sole  pro- 
prietor or  partnership,  and  the  Shareholders  of  a  Joint  Stock 
Com]>aM\*. 

In  the  loruier  case  with  the  prosjierous  business  we  observe 
the  profits  year  after  year  closed  into  the  Capital  Account  and 
the  pronnetor  only  withdrawing  sufficient  for  his  personal 
requirements,  whereas,  too  often,  the  one  idea  of  Shareholders 
seems  to  be  to  get  as  much  in  dividends  as  possible,  and  they 
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seem  also  to  ovsrlook  the  fact  that  the  RrowiiiK  business  must 
be  maintained  with  fresh  capital,  either  from  outside  sources 
or  from  profits 

In  Joint  Stock  Companies  then,  as  a  general  rule,  it  would 
appear  that  the  necessity  for  watching  the  provisions  for  ile- 
preciation  is  the  more  urgent.  Should  the  Management  set 
aside  too  much  it  will  have  a  beneficial  effect,  as  it  will  provide 
further  capital  for  future  development. 

We  hear  a  good  deal  of  the  rights  of  Shareholders  to  with- 
draw to  the  full  all  the  profits  earned,  that  is  the  balance  to 
the  credit  of  Profit  and  Loss  Account. 

If  Ihi  i  balance  is  on  hand  in  the  shape  of  Cash  in  the  Bank 
it  may  be  right  and  proper  to  so  use  it,  if  all  depreciations  are 
provided  for,  but  if  it  is  locked  up  in  Merchandi.se,  or  worse 
still,  in  a.s5ets,  valuable,  but  not  realizable,  it  is  obvious  that 
the  payment  of  such  dividends  must  be  a  serious  evil  or  menace 
to  the  business.  This  may  !«  an  extreme  view  of  the  case  ; 
the  profits  niitjht  be  locked  up  only  temporarily  in  good 
accounts  or  Bills  Receivable,  but  even  then  care  would  be 
re(|uired. 

The  Proprietor  of  a  business  would  think  twice  before 
borrowing  from  his  Banker  to  get  at  his  profits,  and,  yet,  the 
Shareholders  of  the  type  referred  to  would  consider  this  quite 
in  order. 

Another  point  about  Reserves  which  often  occasions  con- 
troversy is  this  :  How  shall  they  be  treated .'  Should  they  be 
specially  invested  or  left  in  the  business  ?  As  a  general  rule 
in  Manufactories  they  should  be  left  in  the  bu.siness,  and  we 
are  here  not  discussing  Reserves  for  Banks  and  Companies  of 
a  kindred  nature. 
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A  very  valuable  way  of  buildiiiK  up  a  Reserve  Accoum  for 
any  special  jmrpose  is  by  a  Life  Insurance  Policy,  by  insuring 
the  liv's  of  one  or  two  of  the  Principals,  for  Ihe  l)incfit  of  the 
busiuLSd  or  to  enable  a  division  of  a  partnership  to  be  made  in 
the  event  of  the  death  of  a  partner.  Also  in  a  Joint  Stock 
Company,  where  the  success  of  the  Inisintss  InrRcly  depends 
on  the  technical  skill  or  ability  of  one  or  two  men,  this  prin- 
ciple of  Insurance  api)ears  to  Ije  one  worthy  of  careful  con- 
sideration. 


MKaocorr  nsowrioN  tut  cmmt 

(ANSI  and  ISO  TEST  CMMT  No.  2) 


I.I 


Uj 


1^ 


•IPPLIED  irvHGE    Ini 

16SJ  Eo(l  Main  Slreal 

Rochi^tir,   Nw>   York         Ue09        USA 

(716)   482  -  0300  -  Ption. 

(Tie)  :a8- 5909 -Fox 


CHAPTER  XII. 


IN  CONCLUSION. 


There  are  one  or  two  special  points  in  connection  with  the 
question  of  the  normal  output  of  the  factory,  which  was 
considered  in  a  general  way  when  we  were  discussing  the 
method  at  arri\  ing  at  the  proper  percentage  at  which  to  charge 
factory  expenses  on  the  labor  expeiided  on  any  given  job,  that 
we  now  desire  to  explain.  Every  Manufacturer  should 
establish  or  ascertain  what  is  the  normal  output  of  his  factory, 
and  the  following  illustration  will  afford  one  of  the  advantages 
of  having  this  recorded.  It  stands  to  reason  that  it  the  sales 
for  any  given  year  art  doubled,  that  the  percentage  of  expense 
must  decrease,  and  we  will  suppose  that  the  average  output  for 
a  nuniberof  yearsisjjiscooo.  Towards  the  end  of  thecnrrent 
ten  months  it  is  ascertained  that  the  business  done,  with  the 
business  in  sight  fo;  ihe  next  two  months,  amounts  to  Ji  25.000. 
Now  all  the  calculations  as  to  rate  to  charge  factory  expenses 
were  presumably  based  on  $150,000  worth  of  business  being 
done,  therefore  if  less  is  done  the  profits  will  suffer,  and  it  will 
be  more  advantageous  to  do  $25,000  extra  business  at  little  or 
no  profit,  and  maintain  normal  percentages  of  costs,  than  to  be 
content  with  the  smaller  output  which  covered  higher  profits. 

Some  Manufacturers  think  that  the  rate  to  charge  factory 
expenses  on  the  work   being  done  should   fluctuate  as  the 
[160] 
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pariicularyearisprosperonsornot.  Now  westroagly  come.;d 
that  the  rate  should  be  fixed  on  the  basis  of  a  normal  output 
determined,  if  the  factory  has  been  running  for  .sopie  years  by 
the  average  of,  say  a  period  of  five  or  ten  years ;  if  an  entirely 
new  factory,  on  its  fair  manufacturing  capacity. 

By  this  method,  should  there  be  a  larger  increase  in  the 
sales,  greater  profit  will  result,  on  the  contrary,  diminishing 
sales,  less  profit.  It  is  on  the  principle  here  involved  that  the 
factory  conducted  on  a  large  scale  can  always  make  larger 
profits  than  the  small  competitor,  and  further,  the  Profit  and 
Loss  .'iccount  should  clearly  state  the  amount  of  profit  or  loss 
as  the  case  may  be,  resulting  from  the  fiuctuation  in  outpui 
above  referred  to. 

Pbrckntage  on  SALES.-This  has  been  before  referred  to, 
and  it  may  be  useful  to  here  give  an  illustration  of  a  set  worked 
out,  with  a  practical  method  of  saving  work  and  time  in  so 
doing. 

TRADING  ACCOUNT 


1»00 

Deo.  ,"il  To  luventori™  41, (Ml  u 

1901 

Dei-.  31  Tu   Purihas.'B  140,972  65 


1901 

Dee.  31  By  Sale»  19H,,'J13  01 


Less  Inveti- 
turies  ptoek  at 
present  date 


182,614  TH 


To  \V 


4«,678  02 

13.3,936  74 

-      26,1.11  69 

Factory  Exjienses. .         6,862  72 
"  <"ni8»  Pnitit 29,561  86 

»I96,531  01 


*li!6,513  01 


II 


102  manufacturers'  accounts. 

PROFIT  AND  LOSS  ACCOUNT. 

1901  1901 

IVc.  .31  To  Inimram-e 1752  99  Dec.  31  By  Uross 

■'  Express  ChgB.     105  32  Proflt...,2»,.i81  SB. 

"  Salariee 4,669  92 

"  Telephone, 

etc 128  17 

"  Travelling  Ex.  193  00 
"  Advertising  .      394  27 

"  Stationery 78  76 

"  Care 81  05 

"  Postages   132  89 

"  Sundries  ....  41  44 
"  Legal  Exs. ...  45  00 
"  Auditor's  Fee  200  00 
"  Connniseion 

on  Sales...  3,466  96  -, 

10,347  67 

"  Interest  and 

Exchange    4,437  92 

•'  Donations 172  28 

"  Taxes 160  25 

"  B  &  D  Debts  Account.  3,430  46 
•'  Profit  lor  year 11,013  38 

129,661  S«  »29,661  86 

In  making  comparative  percentage  statements,  it  is  usual 
to  base  the  percentage  on  the  amount  of  net  sales. 

To  obtain  this  percentage,  multiply  each  item  by  too  and; 
divide  by  196,^1301  the  amount  of  the  sales. 
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In  order  to  save  labor,  prepare  a  short  statement  of  th.. 
several  multiples  of  this  devisor,  as  follows  : 


lHtl,.513  01  =  1  time,. 
IWi.Sl:!  01 

31)3,0l'«  02  =  2     " 
IWi.Sl.'i  01 

68!t,6.'i9  03  =  3      " 
190,513  01 


78H.032  04  =  4 
19«,513  01 

(I82,5«5  05  =  0 
199,513  01 


1,179,078  06  =  6 
19«,513  01 


1,375,591  07  =  7 
196,613  01 


1,572,104  08  =  8 
196,513  01 


1,768,61"  08  =  9 
196,513  01 


1,965,120  10  =  10 


proving  correctness  of  table. 


Then  enumerate  the  various  items  as  follows,  working  out 
tlie  calculations  as  above  shewn  and  using  table  when  making 
ilivi^ion.     The  results  are  heie  given. 
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Mert'liuiulii^* 

Wag... 

Fiictory,  Kxh. 

Ilisuran.v 

Kxprt'NM  Clitrt*. 

SuluricH 

Teleiili.jii.' 

TravfllitiK  Kx... 

Aii -.•rtisinjr 

Stati.uu'ry 

Care 

Sundries 

lA'gal  KxH. 

Aii.lit.tr 

(.'oiuni.  (HI  Sali'H 

Interest 

Donations 

Taxes 

B.  &  I).  Debts 

1'r.iHt 


L'li.lSl  Hll 

B,KK2  :■• 

751'  »il 

1K.1  :il' 

4.ti«»  »•> 

ll'l)  17 

11)3  00 

■.m  27 

7N  7H 

.HI  re 

132  )W 

41  44 

45  00 

200  00 

3,4t!«  »« 

4,437  92 

172  2S 

160  2S 

3.4.«  4H 

11.013  3« 


|119«,613  01 


Pertvutage 
.if  Sales. 
IHH.SIH  01     =     6S.1H 

=    13. ;w 

"  =      3.4H 

^         .3K 
=         .0» 

=     2.;w 

=  .06 
.10 
.20 
=  .04 
=  .04 
=  .07 
=  .02 
=  .02 
=         .10 

=  2.2li 

=  .OB 

=  .OH 

=  1.7.5 

=  5.60 

100.00 


Depreciation. — Every  Manufactursr  should  set  aside  a 
certdn  sum  every  year  out  of  the  Revenue  Account,  to  provide 
for  depreciation  in  plant,  machinery  buildings,  etc.  What  this 
amount  should  be  will  depend  upon  the  nature  of  these  assets, 
and  the  amount  of  wear  and  tear  they  are  exposed  to.  This 
matter  of  depreciation  requires  careful  consideration,  and  if  an 
arbitrary  rate  is  fixed  upon,  it  should  be  carefully  verified  every 
few  years  by  a  thorough  valuation  and  fresh  inventories  taken . 
Every  factory  should  keep  a  Machinery  Register,  in  which  all 
the  machines  are  entered  with  their  proper  number, which  num- 
ber can  be  painted  on  the  machine  itself.  When  repairs  or  re- 
placements are  neces.sary,  an  order  should  be  made  out  and  a 
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record  of  this  entered  in  the  Machinery  RcRistcr  opjiosite  the 
particular  machine.  This  is  very  nseful,  not  only  to  sec  that 
the  machines  are  being  properly  cared  for,  hut  in  some  cases  a:! 
a  test  of  the  machine  itself.  It  is  an  obvious  fact  that  a  cheap 
machine  is  costly  if  endless  repairs  are  required  to  keep  it  in 
running  order.  All  repairs  and  displacements  should  be  charged 
to  Repairs  Account.  If  this  is  done  and  the  maciines  maintain- 
ed in  first-class  order,  a  lower  arbitrary  rate  of  depreciation  can 
be  provided  for. 

It  is  unfortunately  too  often  the  case,  that  all  replacements 
are  charged  to  the  Machinery  Account,  and  this  asset  may  lie 
thus  increased  without  any  real  corresponding  value,  and  profits 
are  shewn  which  are  no- earned. 

There  is  another  point  which  may  be  referred  to.  It  is 
better  to  open  a  Machinery  Account,  the  lialance  at  which 
should  agree  with  the  total  value  of  machines  as  entered  in 
Machinery  Register,  and  this  balance  should  not  lie  altered 
except  when  new  machinery  is  bought  or  machinery  sold. 
Each  year  cr  ;dit  to  a  Re.serve  Account  the  amount  of  deprecia- 
tion decided  upon,  but  do  not  deduct  this  depreciation  from  the 
machinery  balance.  In  case  of  fire,  the  machine  is  worth  to  the 
Manufacturer  what  it  would  cost  to  replace  it,  not  necessarily 
the  amount  in  his  books,  and  if  he  has  been  reducing  its  value 
year  by  year  by  writing  off  depreciation,  and  if  the  Ledger 
balances  show  a  smaller  figure  than  the  amount  claimed  after  a 
fire  it  leads  to  disputes  and  possibly  litigation. 
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REMARKS  ON    ESTIMATING  COST 

There  is  also  another  matter  whicli  we  think  it  is  of  iniiMrt- 
ance  to  call  attention  lo,  whicli  iiffects  the  methods  used  by  a 
great  many  manufacturers  who  make  up  Lumber,  Steel  Plate, 
Leatherandsuchlikecommoditiesinto  the  manHfaclure<l  article. 
In  estimating  the  cost  of  such  nianufaciured  article  the  element 
of  v  aste  has  to  be  considered.  Take  a  matiufactur.r  in 
Lumber  for  instance  ;  He  is  asked  to  put  in  a  tender  for 
supplv  iiig  say  1,000  articles,  which  he  figures  will  take  a  i  feet 
of  Lumber  eacli.  The  unit  on  which  lie  will  b,i,se  his  calcula- 
tions will  be  i,oco  feet  Board  Measure  of  the  pariicular  kind, 
and  he  will  ba.se  his  price  on  .so  muifh  per  1 ,000  feet.  Board 
Measure,  finished. 

We  will  assume  that  he  has  satisfied  himself  as  to  the  fol- 
lowing facts  : 

1st.  That  the  quantity  of  Lumber  in  each  article  is  25  fet  t. 

2nd.  That  the  Lumber  in  the  rough  is  worth  $20  per  i.ooo 
feet. 

3rd.  That  the  cost  of  Manufacturing  is  $5  per  t.ooo  teet, 
including  Indirect  expenses. 

4th.  That  th»  \Va.ste  in  cutting  up  is  20%  on  the  rough 
Lumber. 

5th.  That  he  wishes  to  get  25;,  profit  on  his  selling  price. 

Having  these  facts  before  him,  they  niav  be  figured  in  three 
ways— Unit  1,000  feet  Board  Measure.  In  shewing  these  com- 
parative methods  only  the  Material,  the  Waste,  and  the  Labor 
arc  considered. 


IN    COMCLUHIUN.  107 

"A"  MkTHOU: 

Lumber Jjo.oo 

Waste  jo% 4.10 

Labor J  00 

29.00 
Profit  25% J  jj 

Tolal 35.25  per  1,000  ftct 

Therefore,  each  ariicle  taking  ^5  feet  of  Liiinber  will  be 
■'^'^  "  I  000°^  3'5  ""'■'*  "^i"^''- 
"  B  "  Method: 

Lumber $20.00 

Labor 500 

25.00 
Waste  20% 5.00 

30.00 
Proii33ki 10.00 

^°'''' 40  00  per  1 ,000  teet,  or 

$1  each  article. 
"C"  Method; 

Lumber jjo.  00 

La'ior 5.00 

25.00 

In  the  two  former  methods  it  has  been  overlooked  that  the 
percentage  20%  of  Waste  is  on  quantity  of  rough  Lumber  u.sed, 
and  not  on  the  quantity  being  valued  in  the  estimate.     For  in- 


r 
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Static;— out  of  i  ,ooo  feet  of  I.tiinb-r  Hoc  i.s  obtained.  To  oliiiiin 
this  Hoc  feet  has  cost  $1  J,  o,  what  is  tl,i,  then  worth  per  k.u.. 
feet  finished  ? 


as  8co  ft .    :    I  ooo 
Mum  s  w 


JJ   :  flc. 
°'     "mi  "'   '  *3'JJ  cost. 
IS     profit  on  selling  price 
equals  .ijij;   on  cost 10.41 

Total,  4r.66  per  thousand  feet. 

or  $1.04  each  article. 

It  w"  surpri.se  many  of  our  readers  t^  learn  that  a  «re.it 
many  are  to  day  figuring  their  cos:  under  .Method  "  A.  ' 
Method"  A  "  is  Wrong. 

( ■ )  In  only  adding  Waste  on  the  Ltmiber  at  ao=,;— over- 
looking .he  fa> :  that  the  Labor  must  bear  its  share,  and  th.it 
out  of  1000  ft.  only  800  feel  came  out  as  manufactured 

(2)  In  falling  into  a  coi.imon  error  thai  25,;  on  the  cost 
is  the  same  as  25%  on  selling  price. 

(3)  That  the  Waste  is  not  200  feet  on  1000  feet,  but  200 
feet  for  every  800  feet  turned  out,  or  25^:  instead  of  50%. 

Method  "  B  ', 

Is  also,  defective  as  regards  percentage  of  Waste,  though, 
the  other  errors  are  avoided. 

Method  "C  " 

Shews  the  correct  method. 


PART  III. 


In  the  folIowiiiK  pages  we  have  endeavored  to  kivc  some 
practical  and  useful  forms  of  books  and  accounts.  Some  of  the 
'orms  are  oriRinal,  bi  t  the  Author's  v.k\:  is  to  provide  the 
b>,ok  keeper  -.vith  forms  which  he  can  use  with  advantage  and, 
morecver,  with  confidence.  In  some  cases  we  have  >hewn 
alternate  forms,  advising  when  they  should  be  used. 
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CHAPTER  XI. 


CASH  BOOK. 


In  Fi^.  No  56  is  uliewn  a  form  of  C  Book.wliich  is  very 
simplf -Uy  clmrKiiig  all  such  items  as  interest,  Wages,  etc,  to 
the  E.xpeii.se  Column,  ami  then  detailing  all  the  items  in  the 
Distribution  Journal  (See  Fig.  No.  5),  much  time  can  be 
saved  in  posting.  The  totals  of  .ill  columns  should  h  posted 
weekly  or  monthly  excepting  sundry  accounts,  whic'  lust  Iw 
posted  item  by  item  to  the  Ledger.  The  headings  to  the 
various  columns  are  of  course  not  arbitrary. 

Fig.  No.  57  is  a  very  u.seful  form  as  it  provides  a  Cash 
Column,  and  a  ready  means  of  balancing  cash  daily.  The 
deposits  are  entered  under  heading  "  Bank"  on  the  left  side, 
should  the  monies  paid  in  be  at  once  deposited  they  can  be 
entered  in  Bank  Colunni,  if  not  enter  them  in  "  Cash,"  and 
when  making  deposit.charge  "Ca.sh"  on  right  side  and  "  Bank" 
on  left  side.  The  cheques  are  entered  as  provided  for,  and 
when  necessary  extended  to  special  colunnis.e.g. ,  Bills  Payable. 
When  payments  are  made  in  cash  they  are  so  entered. 

Fig.  No.  58,— When  this  Cash  Book  is  used  a  sjiecial 
Journal  is  required  for  the  Bank  Cheques.  Notes,  etc.  (Vide 
Fig.  No.  59). 

[171) 
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For  a  business  using  a  large  number  of  cheques,  or  keeping 
n.ore  than  one  banking  account,  this  is  probably  the  best 
■Svstem.      This   is   essentially   a    Cash   Book,    and    «hen  all 

payn,en,sare  made  by  cheques,  exceptingpetty  cash  payments 
wh,ch  should  be  kept  in  a  separate  book,  the  only  entries  on  the 
nght  hand  side  will  be  the  bank  deposits  and  exchange.  The 
left-hand  side  can  be  ruled  as  required.  In  any  Ca,sh  Book 
where  .t  is  required  to  separate  the  accounts  into  separate 
Ledgers,  such  as  A  to  K  and  L  to  Z,  it  is  generally  wiser  to 
keep  a  separate  personal  Cash  Book  and  bring  daily  totals  into 
General  Cash  Book.  Provision  would  have  to  be  made  through 
all  the  books  if  separate  Ledgers  are  kept  and  are  to  be 
balanced  separately.  ; 

Fig.  No.  60  shews  form  of  Petty  Cash  Book  which  requires 
no  e.xplanation. 


CASH    IKIOK. 
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PURCHASE  JOURNAL.,  FIG  NO.  61. 

This  book  reeiuires  littleexplanalioii.  The  object  of  having 
the  column  "  Freight  in  and  Duty,  '  is  to  enable  this  to  be 
charge<l  with  the  invoice  to  the  proper  department  or  account, 
To  do  this  each  invoice  must  be  charged  with  the  proper  amount 
by  means  of  a  suitable  stamp  ;  and  the  cashier  should  lie 
instructed  to  pass  no  such  payments  unless  this  is  done.  The 
total  of  this  column  is  posted  to  the  credit  of  account  each  month 
and  should  close  or  balance  same. 

Another  method  is  to  make  a  list  of  /'.ccounts  Payable  in  a 
book,  credit  all  the  merchants  in  the  usual  way  to  the  debit  of 
Purchases  Account  as  the  case  may  be.  When  this  is  done  the 
invoices  are  charged  to  the  proper  departments  through  the 
Distribution  Journal. 


I'L'HfHASE  JOURNAL. 
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Fio.  No.  61. 

PURCHASES  RETURNED. 


D«t-      Fnuii  wlioiii    Kolin     Am'i 
Buuxht 


Dfitartiiieiit  tu  tie 

C'lWlittKl 


Fig.  No.  63. 


HALEM  RETURNED. 


SALES  RETURNED. 


IHl 


Cufttuint^rx  to  lie 


'!     \ 


IViiartnient  to  Ih- 


*"*  Cmlitwl.  Folio  Am'nt t-riarjje^i. 
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DISTRIBUTION  JOURNAI,. 

This  is  a  most  useful  book,  as  it  enablen  totals  only  to  be 
posted  in  the  Ledger,  and  yet  provides  for  the  fullest  details 
bting  kept. 

Supposing  one  account  "  Expense  "  is  kept  in  the  Ledger 
this  book  will  shew  details  of  all  i..  ns,  and  headings  can  ^e 
further  subdivided  if  necessary.  Supposing  such  items  a. 
Wages,  Discount,  Interest,  have  .«en  kept  under  this  heading 
"Expense  "  to  save  extra  columns  in  the  Cash  Book,  period- 
ically the  totals  of  such  items  can  be  charged  to  their  proper 
accounts  and  credited  "  Expense"  account. 

In  a  business  where  there  are  a  number  of  departments  it 
is  far  better  to  shew  details  in  this  book  than  to  open  a  number 
of  accounts  in  the  General  Ledger. 
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BILLS   TAYABLE  BOOK. 

The  form  shewn  in  Fig.  No.  6j  i,  f.r  simpler  than  the  form 

common,  „,^.     The  due  date  i.  kept  in  one  column  T 

p™  .,  a  bunne.,s„  diary  or  ..ticUler-  i,  generally  Wept,  «,thi, 

„  L   nr  r  T;  °™"'°"-     ""  •»•'""<■  "«  fo™  e'ven 

^i^z:::"  "^ """""'  -^  "^ —• '°  ^  ^•'-- 

•■  Al!"r.!''°/T'""  '^"'^""  ""  "^P''  "■^™""""  headed 
headTne  T     t    ""  '""""--'«'  -">  "other  column 

he  <i,„g,  one  A  ..  K  and  the  other  L  to  Z.  a.,  the  ca.se  may  be. 
It  ..s  a  compara..vely  .simple  matter  to  balance  A  to  K  Ledge- 
by  .....f  .f  yo,.  trace  and  provide  for  all  debits  being  u^er  a 

Uwrirar*'^'"''''''''^  '"^  -"-  *»—  -  ^ 


Book 


The  same  remarks  apply  to  Fig.  No.  66,  Bills  Receivable 


BILLH    PAYABU    ROOK. 
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BALANCE  sheet-Fig.  No.  68. 
Shewing  a  form  of  Balance  Sheet.     It  is  a  matter  of  opinion 
as  to  whether  the  Liabilities  should  be  placed  on  the  left  side 
or  the  nght.     The  leading  accountants  in  England  and  Canada 
as  a  rule  adopt  form  as  shewn. 


Fig.  No.  68. 


of  the 


BALANCE  SHEET. 


BALANCE  SHEET. 
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LIABILITI)':S. 

TuTbadkCreditom. 

On  BillH  Payable 

On  Open  Accoimt 

Sl-.N-URY  CREDITORS. 

On  open  Att'ount 

Set'nred 

Unm-ciired 

On  BDIh  Payable 

I'ROVIStf)N«  Madk, 
Fur   wiu'h    ApcfHinui   MH 
Vf&gm  Accniwl  due.  etc. 

HE8ERVK  Find. 
Set  aside  out  of  proHt«. 
and  either  Nwclallv  in- 
vested or  included 
amongst  the  general 
Amet^'. 

This  Fund  is  not  In- 
tended to  be  tonehed. . . 

RraEBVE  AttOl  NTH. 

Set  aeide  out  of  profits 
/or  sueh  purposes  an  De- 

Sreciation  In  Buildlnga, 
[ftchlnerv.  etc 

For  any  wpecial  Contin- 
Bency  

I'ROFIT  ASDL088  Accol'ST. 
Being  balance  at  credit 
of  account  at  end  of 
fliiEncial  period 

Indirect  Liabilities, 
This  item  is  usually  not 
extended  into  the"  bal- 
anee-sheet.and  Includes 
such  itemH  as— 

Liability  on  Bills  dis- 
counted   

Liability  rtsOuarantor. 

Liability  on  Disputed 

Claims,  etc  

Capi-.sI,  Stock  Accoist 
Under  this  heading 
thonld  be  shown— 

Capital  Stock  Author- 
ized  

Capital   StOL'k'siibl 

CapitHi'HtwkJ^id'ln! 


Trade  Ukbtors. 

On  Bills  Receivable... 
On  (tpeii  Account ... 
On  Overdue  BIIIh  if  nol 
charged  to  Account.. 

!*iMiBV  Dkbtorh. 

Secured 

U'.seeurcd ..'.',', 


MEKt'HANDISE. 

Raw  Material 

Storefl , 

Manufactured  godjs 
Partly    Manufactured 
K<sHis 


Machinery  and  Plant. 


Furniture  and  Fittings! 


Land— Freehold  or 
Leasehold 

Buildings ;;■■ 

Improvements '..'.',[ 


Otheb  Assets. 

Such  as— Insurance  Paid  ■ 
for  in  period  and   un- 
earned  

Interest    < 
etc.,  etc... 

Memo— 

From  item  Trade  Debt- 
ors deduct  pntvlsion  for 
Bad  and  Doubtful  debts 


if    any, 
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STOCK  sheet-Fig.  no.  69. 

Fig.  No.  69  shews  a  form  by  which  the  transactions  in  each 
Ime  of  goods  is  recorded.  Where  these  lines  are  not  very 
numerous,  these  sheets  or  cards  can  be  entered  daily,  and  a 
complete  rrcord  kept  of  the  turnover  and  also  the  balance  on 
hand  m  any  one  line.  This  is  a  most  useful  system,  as  these 
sheets  can  be  arranged  alphabetically  oi:  a  file.  Thecost  price 
of  each  line  can  be  recorded  at  foot,  and  thus  gross  profits  are 
easily  estimated  if  wished. 


Fig.  No.  69. 


STOCK  SHEET. 
STOCK  SHEET, 


191 


Date  ,       In  Out       lialanct 


Date         In  om       Balanci 


Forward 


ForwanI 


I  Name  of  Line 

-No. 
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Where  a  business  has  agencies,  by  having  daily  reports  sent 
in  a  complete  record  can  be  kept  at  the  Head  Office  of  their 
stock,  etc.  A  form  of  daily  report  is  here  shewn  in  Fig.  No.  70 
which  explains  itself. 

There  would  be,  of  cour.se,  a  set  of  Stock  Sheets  kept  at  the 
Agency,  and  a  duplicate  set  at  the  Head  Office  would  be  written 
up  from  the  daily  report  and  the  balance  on  hand  checked 
therewith.  This  is  thoroughly  ,  actical,  even  if  the  lines  sold 
number  over  two  thousand,  as  the  lines  can  be  arranged 
according  to  names  and  also  to  numbers.  The  forms  shewn  are 
in  actual  use.  Only  quantities  are  therein  dealt  with  not 
values,  which  are  recorded  elsewhere.  The  forms  shewn  are 
very  simple,  and  further  particulars  can  be  recorded  if  required. 

When  goods  are  added  to  stock  by  the  agent,  or  sent  by 
Head  Office,  same  are  charged  under  column  '  'In, ' '  and  advice 
duly  sent,  always  advising  "  Balance  on  hand." 


DAILY  REI-ORT  OF  NALtS. 
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Fio.  No.  70. 


DAILY  REPORT  OF  SALES. 

To  be  used  in  conjunction  with  Fig,  No.  69.     To  thi.s 
sheet,  agent  should  attach  copies  of  invoices. 


liatc     No.     ■'j^ij'         on      i  Name  of  Umc    ToW 
hand 


horn  mid   Amount 
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SALES    BOOK— Fig.  No.  71. 

Where  it  is  required  to  record  the  average  .selling  price  of 
certain  hne.s  of  goods,  such  as  Shingles,  Flour,  etc.,  this  form 
of  book  is  sery  convenient,  and  by  keeping  the  Ledger  Accoinit 
in  similar  form  the  average  can  Iw  obtained  at  the  end  of  the 
year. 
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C.  O.  D.  SALES  REGISTER-FiG.   No.  ■,2. 

Where  there  arc  a  immber  of  C .  O .  D .  sales  this  is  a  useful 
practical  form. 

As  each  .sale  is  made  it  is  entered  ou  Invoice  and  these 
should  when  possible  bear  consecutive  numbers  If  the 
package  is  charsed  for  it  is  included  in  the  account  to  be 
collected.  The  right-hand  side  provides  for  packages  returned 
and  allowances.  The  summary  of  the  three  Cr.  columns  will 
balance  with  the  Total  column  and  this  amount  has  to  be 
accounted  fur  by  cash  and  returns. 

At  the  end  of  the  month  if  there  are  any  outstandings  the 
book  should  be  ruled  off  bringing  down  balance  of  these 
outstandings  under  the  cash  received  and  carrying  same 
balance  forward  to  Cr.  Total  colunm,  subdividing  same  into 
departments,  etc.  A  form  similar  to  this  can  be  used  to 
rec-ord  cash  sales,  when  packages,  etc.,  are  charged— a  Freight 
column  can  also  be  added  if  necessary. 


<-'.   O.   D.   fUUEM    HtOlhTtR, 


ItT 


^isi 


d 


u 

tt) 

1; 

H 

£ 

tn 

3 

O 

u 

J 

< 

1 

V.    j 

Q 

3 

e- 

6 

d 

^i" 

.1 

o|< 

i' 

4 

f^' 

\^ 

r^ 

d 

V 

!5 

£ 

0 

3 

£ 

>-- 

1»N 


M.tN't'KArll'KIIKN'   />cnil!\1N 


FORM  OF  MONTHLY  STATKMKNT-Kio    No.  7,,. 

Kvery  manufaclurtr  >1,„„1<1  have  rnulercd  him  eacli 
month  a  statement  shewing  hin.  the  transaction,  of  his 
l.us,„es,,  as  well  as  his  position  as  regards  hi,  Liahili.ies  and 
and  the  Assets  wherewith  to  pay  then.,  Snch  a  statement  as 
shewn  here  not  only  gives  this  information.  Imt  if  kept  np 
regularly  provides  a  con.parative  record  which  is  very 
valuable.  Every  factor,  should  keep  a  record  of  i,s  outpnl 
as  by  so  doing  it  affords  a  check  at  the  end  of  the  year  on  the 
valuafons,  more  or  less  estimated,  which  have  l«;en  placed 
thereon  when  sent  into  the   warehouse. 

A    form    with   son.ewhat   diflferent    headings    sh„nld    be 
drawn  up  monthly  in  all  bu,siiie^ses. 
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